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Some of the best safeguards are the simplest. Take the 
humble thimble. For generations, tailors and 


seamstresses have used it to safeguard their livelihood. 


And, of course, the banking field has its simple, 
effective safeguards, too. One of these is field ware- 
housing by Douglas-Guardian. This service 

enables your bank to lend money on inventory without 
actually handling it or doing any extra work. We 

issue field warehouse receipts on the merchandise 
pledged as collateral. The goods remain right on the 
borrower's premises and our receipts—backed by 


actual inventory —are turned over to the lending bank. 


To get all the facts about this simple, effective 
safeguard for commercial loans, just write or phone 
our nearest office. 


YOU MAKE THE LOANS —WE’LL MAKE THEM SAFE 


DOUGLAS-GUARDIAN 


“THE BANKERS’ FIELD WAREHOUSE COMPANY” 
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Finishing Touch 


THE WAVY LINES @ ARE 
A LA MONTE TRAVE-MARK 


Unquestioned acceptance is often the result of a final touch. That is 
perhaps why so many bankers turn to La Monte Safety Papers for 
their checks. Using a fine quality paper as background for a well 
designed check format has paid off for a vast number of banks both 
here and overseas. Perhaps you have not investigated the advantage 
of La Monte check papers. Samples are available from your 
lithographer or from us direct. 


A Check Paper All Your Own 


Thousands of banks and many of the larger corporations use La Monte 
Safety Papers with their own trade-mark or design made in the paper 
itself. Such 1NDIVIDUALIZED check paper provides maximum protection 
against both alteration and counterfeiting—makes identification positive. 
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Just a Minute | 


"School's In!" 


Face summer thousands of bank- 
ers leave their desks and happy 
homes, pack their suitcases, pick up 
pocketsful of sharp pencils, and de- 
pert for school. 

The destinations of these men are 
indeed numerous; someone has fig- 
ured that approximately 80 educa- 
tional programs are now available 
tc them. Scattered across the coun- 
try, the “courses” vary in curricu- 
lum and duration, but share in and 
contribute to the common purpose 
—better banking. 

Today a specialist in almost every 
kind of bank work can study, in the 
company of his peers, ideas and 
methods that will sharpen his pro- 
fessional equipment, broaden his 
contacts with other bankers, and 


THIS MONTH’S COVER 


Edward R. Tufts, executive secretary of 
the Massachusetts Bankers Association, 
is shown at the MBA flannelboard, 
which, though more or less in its infancy, 
has demonstrated tremendous poten- 
tialities for explaining banks to people. 
In one test, school children who had 
seen the flannelboard used were given a 
questionnaire three to five weeks later. 
They showed a phenomenal retention 
rate of 80%. It has been shown that 
many misconceptions were cleared up 
for labor and business groups. The 
MBA’s executive council voted unani- 
mously to make the flannelboard pre- 
sentation an official project. Complete 
outfits for the talks will be distributed 
to each of the 12 clearinghouses in the 
state. Orders have been received from 
five individual banks and from 30 banks 
and groups in other states. Next month 
Mr. Tufts will write an article for 
BANKING on the flannelboard’s use 
and the “how-to” of the MBA program 
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provide him with an important in- 
tangible: the satisfaction that comes 
with accomplishment beyond the 
routine of the daily job. 


G.S.B. and A.I.B. 


Tuose who have followed The 
Graduate School of Banking from 
its beginnings in 1935, and the 
American Institute of Banking for 
many more years, know the im- 
measurable contributions made by 
these two pioneering programs of 
adult education. 

Their statistics alone are impres- 
sive. The G.S.B., which recently 
concluded its 20th resident session 
at Rutgers University, has gradu- 
ated 18 classes totaling some 3,800 
bank officers—a substantial alumni 
group scattered among hundreds of 
banks. 


and the 


Chicago office (John J. McCann), 33 South Clark 


Street, Chicago 3, Ill.; Washington office, 730 
Fifteenth Street, N.W. Subscriptions: $5.00 year- 
ly; Canada, $5.50; foreign, $6.00; single copies, 
50 cents. Entered as second-class matter at the 
Post Office at Philadelphia, Pa., under the Act of 
March 3, 1879, With the exception of official As- 
sociation announcements, the American Bankers 
Association disclaims responsibility for opinions 
expressed and statements made in articles pub- 
lished in this Journal. 


FIRST iRST 


TIONAL 1ONAL 
BANK BANK 


FIRST NATIONAL 
cure TEL 


“My husband’s the curb teller, and every 
time I come along, he sinks” 


How many bank people have 
earned the various certificates of 
the A.I.B. during its more than half 
century of service is a matter be- 
yond the statistical resources im- 
mediately available to BANKING. 
But we do know that the Institute’s 
enrolment—that is, the men and 
women taking courses — exceeded 
57,000 during the past year. This 

(CONTINUED ON PAGE 5) 


BANKING 


JOURNAL OF THB AMERICAN BANKSRS ASSOCIATION 


The Staff 


Editor Wittim R. Kunns 


Managing Editor P. 


Senior Associate Editor Joun L. Coo.ey 


Associate Editor Mary B. Leacu 


Associate Editor THEODORE FISCHER 


Assistant Editor Ernet M. Baus 


Assistant Editor Rutn E, 


Advertising Manager Joun J. McCann 


Roseat J, 
Joun R. Prann 


Assistant Advertising 
Managers 


E, MoHan 
Douctas C. BILLIAN 


Eastern 
Representatives 


Circulation Manager Rosert M. Ronesacn 


NATIONAL BANK |) FIRST 
~ D 
\ 
i. 
j 
| 
| 
3 


One of a Series of Messages to the 
Leaders of American Business and Industry 


The answer is “Yes” . . . An outdated organization is at 
the root of operating problems fully as often as the more 
obvious factors, such as obsolete equipment or plant. 

Keeping company organizations up to date with chang- 
ing requirements has been a difficult task for management. 
The rapidly fluctuating conditions of the postwar years 
placed abnormal stresses on individual companies. The 
shortage of executive talent has strained the capacities of 
organizations. One result has been to load heavily those 
executives who do have the necessary abilities. Another 
is the steady increase in detail problems coming to the 
president's desk for decision. 

Are any of the following danger signals apparent to 
you in your company? . .. Confusion as to where authority 
rests for getting a job done ... Management duties which 
are not clearly defined . . . Friction between departments 


with overlapping functions . . . Lack of sound standards 
for evaluating executive performance . . . Faulty team- 
work between “line” and “staff” groups. 

Organization Planning and Development, which diag- 
noses deficiencies and builds an effective organization, 
requires, 

... accumulated experience in organization planning 
and development in many different situations 
.-. Seasoned ability in analyzing strengths and weak- 
nesses of organizations 
... full objectivity, so difficult to achieve from within 
the company 
... and the undivided time to concentrate on the project 
Many progressive companies have learned the advan- 
tages of using qualified management consulting firms to 
meet these requirements 


BARRINGTON ASSOCIATES, INC. 


Management Consultation « Business Research 
230 Park Avenue, New York 17, N.Y. 


ESTABLISHED 1926 


SALES POLICIES AND METHODS e SALES COMPENSATION e SALES ORGANIZATION 
MANAGEMENT CONTROLS e PERSONNEL AND LABOR RELATIONS e ORGANIZATION PLANNING AND DEVELOPMENT 
MANUFACTURING METHODS e SYSTEMS AND PROCEDURES e WORK STANDARDS 


Member Association of Consulting Management Engineers 
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(CONTINUED FROM PAGE 3) 
figure set a new record and rated 
the cheer it got at the A.I.B.’s 1954 
convention in Los Angeles. 


Vacations—Particularly Mr. 
Hobbs’ 


A BIG chunk of the country’s bank- 
ing population is not leaving for 
school this month or next, but for 
The Vacation. 

Before starting yours, meet Mr. 
Roger Hobbs of Cleveland, Ohio. 
Mr. Hobbs is not a banker. How- 
ever, his author, EDWARD STREETER, 
is. 

When Mr, STREETER isn’t being 
vice-president of The Bank of New 
York on Fifth Avenue, he’s writing 
a funny book like Dere Mable, 
Father of the Bride, or thinking up 
an idea for a new one, like the cur- 
rent Mr. Hobbs’ Vacation, published 
by Harper. 

Mr. Hobbs’ vacationland is an 
island off the New England coast 
(sounds Nantucketish) where Mrs. 
H. has hired a rather decrepit sea- 
side house. Thither come the daugh- 
ters, sons-in-law, grandchildren, and 


the inevitable guests. Also, the sun- 
dry domestic crises that go with a 
family and a run-down cottage. 
(Maybe you’ve had similar experi- 
ences. ) 

The poor guy doesn’t have too 
much vacation, but he leaves the 
island with thoughts of returning 
next year, so perhaps he hardly ex- 
pected things would be different. 

Meanwhile, you’ve smiled at and 
sympathized with Mr. H., compared 
his summer colony friends with some 
of your own, and had a good time 
generally—better, perhaps, than he 
had. 


A Stevedore's $223 


On a May morning in 1829 Steve- 
dore James Chappel climbed the 


stairs to the second floor of 149 | 


Maiden Lane, New York City, and 


left $223 with the brand new Sea- | 


men’s Bank for Savings. 

He was ushered to the bank “in 
grand style,’ recalls the institu- 
tion’s present chairman, CHARLES G. 
MICHALIS, by none other than his 
employer, Moses H. Grinnel, senior 
partner of the shipping company 


“Remember my telling you about having a rich uncle who was 


sick, J. B.?” 


July 1954 


Precision Manufacturers of 


PASSBOOKS for— 
Commercial Accounts 
Savings Accounts 
Loan Accounts 


CHECK COVERS for-— 
End Stub Checks 
Top Stub Checks 
Three-on-a-page Checks 


Open End 
Thumb Cut Envelopes 


A Complete line of— 
VINYL PLASTIC CHECK COVERS 
and COMMERCIAL PASSBOOKS 


SPECIALISTS IN PASSBOOKS AND 
FORMS FOR MACHINE POSTING 


Write for samples 
and prices today! 


WILLIAM EXLINE INC. 


1270 Ontario Street + Cleveland 13, Ohio 


SAFEGUARDING 


Consumer Credit 


More than 5,000 of 
America’s leading fi- 
nancial institutions pro- 
vide their customers 
with death and/or 
disability protection 
through the specialized 
insurance service of 


OLD REPUBLIC CREDIT LIFE 
INSURANCE COMPANY 


James H. Jarrell, President 


Executive Offices: 
307 N. Michigan Ave., Chicago 


Regional offices—coast to coast 


OLD REPUBLIC: 


America's largest company writing 


consumer credit insurance exclusively 
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Wouldn’t you know it? The day 
of the big meeting and he didn’t 
hear the alarm. The neighborhood 
traffic kept him awake half the 
night. Then, on his way to work, 
a‘‘cut-in” driver nicked his fender. 
Another delay. 


The fact is that even little things 
are beginning to get on Joe’s nerves. 
Bucking traffic . . . the city’s mid- 
summer heat... irritate him. So 
Joe’s work is slipping. And he isn’t 
a very pleasant fellow to be around. 
This doesn’t build up to the ‘“‘one 
big, happy family”’ idea his employ- 
er likes to talk about. 


Industries that have settled in the 
“Union Pacific West’? have found 
how important pleasant living conditions are in getting a good day’s 
output from workers . . . and in employee-management relationship. 


Sources of raw materials, power, light, and transportation are, as we 
all know, vital factors to be considered. But the human element is of 
equal importance, and in the eleven-state area served by our railroad, 
you'll find all the things which contribute to a happy, healthy life: 
good schools, hospitals, parks and playgrounds. 


Let us explain in detail the many advantages of locating in the West. 
Your inquiry will be treated as corifidential. Ask any U. P. repre- 
sentative or write the Industrial Development Department, Room 
328, Union Pacific Railroad, Omaha 2, Nebr. 


Map at left shows 
states served by 
Union Pacific Railroad 


UNION PACIFIC RAILROAD 


that later owned the clipper “Flying 
Cloud.” 

Chappel’s deposit was ‘“consider- 
ably larger than the annual salary 
of the bank’s accountant,’ Mr. 
MICHALIS notes. “It must have en- 
tailed extraordinary thrift and am- 
bition to accumulate this amount at 
a time when the wages of a skilled 
workman were about one dollar a 
day.” His passbook No. 1 is still in 
the bank. 

Mr. MICHALIS recounted the Sea- 
men’s history in a scholarly address 
to the Newcomen Society of En- 
gland in North America, which 
honored the bank and its chief 
executive at an anniversary dinner. 
IrvinG S. Oups, retired chairman of 
U. S. Steel, presided. His paper 
was recently reprinted as a 125th 
birthday souvenir. 


When a Salt Could Save 


Bacx in 1829 New York wasn’t en- 
tirely a shipping town; but it was 
said that every family had at 
least one member who was con- 
nected with the maritime trade. The 
bank was chartered to “receive as 
deposits from persons who are sea- 
men and others immediately con- 
nected with a seafaring life all sums 
of money that may be offered for 
that purpose.” In 1833 its facilities 
were opened to everybody. 

The Seamen’s atmosphere is still 
decidedly nautical. It has famous 
collections of ship models and ma- 
rine paintings, old sailing cards, 
scrimshaw (etched whale teeth and 
bone), and paintings of the house 
flags flown from New York vessels. 

It is now erecting a new building 
on the site of the United States As- 

(CONTINUED ON PAGE 11) 


“Guess what bill you forgot to pay?” 


MRS. PIP'S. DIARY. 
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is Transmitted Over 


Telephone Networks 


You've probably been hearing a lot 
about color television in recent weeks. 
A number of test programs are now 
being broadcast with excellent results. 

The Bell System’s part in color 
television, as in radio and black-and- 
white TV, is to carry the programs 
from city to city. 

What we do is to provide the 
electronic channels that make this 
possible. 


Important national events, as well 
as entertainment, can thus be seen 
and heard simultaneously by millions 
of people throughout the country. 

Transmitting pictures in color is 
more complex than in black and 
white and requires additional equip- 
ment. But the basic principles are 
the same. 

Our ability to serve you in this 
field, as in radio, comes out of our 


BELL TELEPHONE SYSTEM 


research and experience in telephony. 
Many years ago we started designing 
and building our Long Distance tele- 
phone networks so that they could be 
used for television as well. 


The job of providing Bell System 
facilities with the special equipment 
required for color T'V has been under 
way for many months, to meet the 
needs of the broadcasters and the 
public. 
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INSTANT ACCEPTANCE-with no questions asked! 


As the original travelers cheque, backed by continuous advertising and promotion 


since 1891, American Express Travelers Cheques are instantly recognized and acceptea 
throughout the world. 


ON-THE-SPOT REFUNDS - in case of loss or theft! 


Your customers can obtain on-the-spot refunds at any of the hundreds of American 
Express offices in the United States and abroad. 


EXCHANGE OF TRAVELERS CHEQUES -without charge! 


At any of its world-wide offices, American Express will exchange large denomination 


travelers cheques for smaller denominations at no cost to your customers. 


TRAVEL INFORMATION -throughout the free world! 


In the United States and overseas, American Express will supply your clients with 
valuable tourist and sight-seeing information and will arrange for hotel and ticket reser- 


vations, private auto rentals and will deliver travelers cheques, by mail or cable, any- 


AMERICAN EXPRESS 


where in the world. 
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UNIFORMED REPRESENTATIVES —at terminals abroad! 
American Express provides courteous, uniformed representatives to serve your cus- 
tomers at principal docksides, airports and rail terminals abroad. They offer inter- 
preter service, help through customs, expert advice on passports, visas and travel regu- 
lations . . . all valuable extras that build good will for you. 


8 MAIL SERVICE-at all American Express offices! 


At hundreds of offices in the United States and 35 countries throughout the world, 


your customers can receive their personal mail and meet friends. Here is one more 
good reason why American Express Travelers Cheques are at an all-time high in popu- 


larity—the first choice of travelers the world over. 


AMERICAN EXPRESS DOES MORE FOR YOU 
BY DOING MORE FOR YOUR CUSTOMERS! 


TRAVELERS CHEQUES Since /8Y/ 
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Were looking 


for a friend 
of yours ... 


He’s a young man—bright, dependable, someone 
you'd like to help. Perhaps he’s a recent college grad- 
uate, or recently out of the Service or just a capable 
“guy”’ who’s getting fidgety in a job he has outgrown. 
He’s long on ambition, short on funds and he’s con- 
cerned about his future. 


We’re interested in him because he may be just the 
man we need to fill a position of great responsibility— 
as Career representative for the New York Life Insur- 
ance Company. We think he’ll be interested in us be- 
cause we can offer him a future, as well as a present, 
brimming with benefits and unlimited in opportunity. 


If he qualifies, New York Life will give him a year 
of thorough training—with attractive compensation. 
After that, he can become head of his own business 
without capital investment. And the Company will con- 
tinue to lend him every possible assistance in his further 
training and development. In this rapidly growing 
field he’ll be limited only by his own energy and ability, 
with no ceiling on potential income. Then, after only 
20 years, he may qualify for a lifetime income under 
New York Life’s unique program. 


If you already have a young friend’s name in mind 
for this outstanding opportunity, why not suggest to 
him that he get in touch with us today? Or, if you’d 
like further information to pass on to someone you 
may think of later, write to us at the address below. 


New York Life 


INSURANCE COMPANY 


51 Madison Avenue, New York 10, N. Y. 


A mutual company founded in 1845— 
one of the strongest legal reserve companies in the world 
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(CONTINUED FROM PAGE 6) 
say Office at 30 Wall Street, next 
door to the Sub-Treasury Building. 
And today it has more than a mil- 
lion dollars on deposit for each of 
Jim Chappel’s 223. 


‘What the Kids Thought 


grade mathematicians in 
Hamden, Conn., saw four A.B.A. 
banking films (courtesy of The 
Union & New Haven Trust Com- 
pany); then the teacher asked for 
their comments. Here are a few: 

“I enjoyed the films and learned 
something from them. They cleared 
up a few points about banking I 
did not understand.” 

“T think the pictures taught me 
enough about banking and how it 
operates. I hope when I get in high 
school I will have a savings account.” 

“The films were easy to under- 
stand and were just about right for 
our age. It would have helped more 
if the class hadn’t already had bank- 
ing.” 

“T think the pictures about bank- 
ing were extremely worthwhile. 
First, they explained every detail 
much clearer than I have ever 
thought of banking. They were a 


little below our grade, but excellent 
for anyone who had never had the 
subject. They came to the point 
very nicely by having some young 
people do the acting.” 

“TI found out things about the 
checkbook which I never knew. I 
also learned other important facts 
about things we are studying.” 

“Human interest was shown and 
it was really like a boy or girl would 
do. It proved to me to save because 
it’s worthwhile.” 


July 


Our calendar of special days, weeks 
and months shows that the strenu- 
ous national pastime of observing 
this and that virtually takes a vaca- 
tion in July—along with millions of 
the observers. 

However, the month opens with a 
gastronomical flourish, for promptly 
on July 1 you'll be starting Ice 
Cream Festival. Incidentally, it lasts 
through August, thus encompassing 
the hot weather period. 

Ground Corps Observers have 
their Day on the 14th and Public 
Recreation Day falls on the 30th, 
which is also National Joseph Lee 
Day. 


As a feature of “Know Your Bank Week” in Illinois, The Northern Trust Com- 
pany of Chicago invited the children of its employees to draw their impressions 


of banking. 


The result was quite an art show! 


One entry by a 10-year-old 


showed a banker with his feet on the desk, smoking a cigar amid bags of money. 

The grand prize, a $50 Savings Bond, however, went to James Pearce, 14, son 

of Teller Roman Pearce, for his water color “Saving for Things to Come.” 
Here it is 


Saving for things To come 
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When. time means money, 


ENGINEERED 
CASH FLOW* 


can help you make 

more efficient use of 
working capital 

* A specifically designed plan to give you faster 


access to funds, and to speed their transfer 
where you need them. Write for details. 


THE NATIONAL CITY BANK 


OF CLEVELAND {1845} 623 EUCLID AVE. 


Member Federal Deposit Insurance Corporation 


BANK SIGNS 


NEW 


YORK] 


Picture the name of your bank in en- 
during bronze and aluminum . . . the 
names of your personnel in handsome 
desk plates of the samedignified metal. 
Let us show you how we can give 
you the very finest signs, desk plates 
and bulletin boards to suit your every 
need . . . at most economical prices. 
Send for free illustrated catalog 


DESK NAMEPLATES 


*x10"" one line of copy $7. 
aveento" two lines of copy $9. 
on bronze easel—other styles asuileble 


“Bronze Tablet Headquarters” 


UNITED STATES BRONZE SIGN CO., Inc. 
570 Broadway Dept. B New York 12, WN. Y. 
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Aluminum Portable 
Tellers’ Buses of 
Distinction 


(ON POSITION) 


ALL STANDARD BUSES 
NOW EQUIPPED 
WITH THE EXCLUSIVE 
NEW POSITIVE ACTION 
BRAKE CONTROL 


(OFF POSITION) 


¢ PORTABLE BUSES 


Standard and Custom 


© COIN STORAGE LOCKERS 

¢ ALUMINUM COIN TRAYS 

Ask for Catalogue 
"THE STOKES SYSTEM" 


Quality Products Co., Inc. 


P. O. Box 3214 
CHARLOTTE 3, N. C. 


Weeks are a bit skimpy, too. Na- 
tional Farm Safety Week, Junior 
National Inventors Week, and Na- 
tional Inventors Week all share the 
25th-31st spot. 

And the calendar reports pro- 
saically: “July 4—legal holiday in 
all states.” 


Reds (With Feathers) 


Rep is a fightin’ word, but you can 
still safely apply it to a brand of 
chicken. 

The Rhode Island Red had her 
and/or his 100th anniversary re- 
cently, and the whole state cele- 
brated. Rhode Island Hospital Trust 
Company of Providence contributed 
a window display in the Phenix of- 
fice. 

Let the bank’s adman, WARREN 
EVANS, JR., tell the story. (It was 
his idea.) 

“Through the cooperation of the 
Agricultural Department at the Uni- 
versity of Rhode Island we had 
chicks hatching in our window for 
a whole week,” he reports. ‘This live 
display captured the fancy of every- 
one; it was the topic of conversation 
around town. Each morning a fresh 


batch of eggs ready for hatching was 
delivered and placed in a portable 
incubator in the window. The little 
chicks would pop out of their shells 
one by one, right before your eyes. 

“A full-sized R. I. Red rooster 
(stuffed) was also displayed, along 
with an advertising tie-in: ‘Build a 
nest egg for yourself by regular sav- 
ing at Hospital Trust.’ ”’ 

Adman Evans adds, with pardon- 
able pride: “We stopped traffic for 
a whole week.” 


Any married man who agrees with 
his wife can have his own way. 


The bumptious guy usually gets 
bumped. 


We suppose a hen gets discouraged 
because she always finds things 
missing from where she laid them. 


Frenchmen have a sense of humor, 
as every tourist finds when he tries 
to talk to them in French. 


What the world needs is the peace 
that passes all misunderstanding. 


These Rhode Island Hospital Trust Company chickens could be counted 
while they hatched 
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An ASTROLOGIST’S interpretation of a chart of the 
heavens may be interesting . . . but studying a com- 
pany’s sales chart is a lot more revealing to the 
profit-minded business executive. For sales depend 
not upon the orbits of the stars, but upon the itin- 
eraries and abilities of salesmen. 


Today’s salesman is better trained than his nine- 
teenth-century counterpart. But competition is 
keener; travel mileage is greater, and selling is more 
difficult because it has become harder to locate and 
sell all the men who have a voice in buying decisions. 


Salesmen who sell to industry need good “sales 
tools.”” And one of the best is Business Publication 
Advertising. It builds company recognition and 
product acceptance—reaches hidden buying influ- 
ences—makes the salesman’s time more productive 
by giving him more time to sell. Consistent business 


McGRAW-HILL PUBLISHING CO., Ine. 


App 330 WEST 42nd STREET, NEW YORK 36, N. Y. 


HEADQ@UARTER S FOR 


July 1954 


a bright 
future 


Salesmen, 
that is! 


publication advertising shortens the route to present 
sales ... helps create and develop tomorrow’s mar- 
kets and protects them against the inroads of com- 
petition. 


THAT’S WHY WE SUGGEST: If you have a financial 
interest or responsibility in a company, check to 
see that the company’s management is using 
adequate Business Publication Advertising to 
build and protect its markets. 


The McGraw-Hill Department of 
Economics’ seventh annual survey of 
business’ plans reveals interesting 
data on industry’s planned capital 
expenditures for the nexi four years. 
The complete findings are available 
ina 16-page booklet titled, ‘‘Business’ 
Plans for New Plants and Equip- 
ment 1954-57.” We'll gladly mail 
you a copy. 


M: GRAW-HILL 


FOR BUSINESS 


BUSINES § i NFORM™MATION 
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Why should an 
Institutional Fund 
include 
Common Stocks? 


That’s an important question for any- 
body managing endowment funds, 
pension plans, or charitable founda- 
tions — and naturally we think we 
know the answer. 


But recently, Mr. H. E. Woodruff — 
Vice President in charge of Invest- 
ments for the New York Life In- 
surance Company— answered the 
question so well that we'd like to 
repeat at least part of that answer. 


““Let us start with a million dollars,” 
he said. “If this is invested in a 3% 
bond maturing in 20 years, and the 
interest reinvested at the same rate 
semi-annually, the total dollars re- 
ceived by the end of 20 years would 
amount to $1,814,000. On the other 
hand, the same one million dollars 
if invested in common stock afford- 
ing a 5° return and similarly com- 
pounded would provide a total value 
of $2,685,000 at the end of the 20- 
year period. The difference of 
$871,000 in value represents the re- 
sult of compounding the 2% yield 
differential. Stated another way, if 5% 
dividends were maintained for 20 
years and were set aside each year in 
a fund, the original market value of 
the portfolio could decline by 87% 
and the net value of the fund would 
be the same as that accrued by 3% 
bonds. Don’t forget, 3% money takes 
about 24 years to double itself, but 
only 14 years for 5% money, and 
only 12 years for 6% money.” 


To us that seemed to be a pretty con- 
clusive defense for letting common 
stocks play some part in institutional 
portfolios. 


If you agree, Mr. John Sullivan — 
our partner in charge—will be happy 
to consult with you— in confidence 
of course. 


Simply address him at — 
Department A-72 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


invest — for the better things in life 


‘AROUND: 
OUR. 


Sometimes bank folk are expected 
to be mind readers—and generally 
they do a pretty good job; but this 
was one case where their psychic 
powers were lacking. The lady 
farmer’s note, secured by cattle, was 
considerably past due. Several no- 
tices had been sent, with no result, 
so—we’ll call him Mr. Biggton—a 
loan department employee, called 
on her to see what was wrong. 

“Why, I paid that note off nearly 
a month ago, and the bank sent me 
the cancelled note back. I’ve got it 
right here somewhere,” was the as- 
tonished reply. 

Knowing that the note was still 
in the bank’s files, unpaid, Mr. Bigg- 
ton asked if he might see it—surely 
there must be some mistake. 

“Didn’t you get any of our past- 
due notices?” he inquired. 

“Sure, I did get some kind of 
notice a couple of times, but I knew 
I had sent the money in and had 
the cancelled note back, so I just 
didn’t pay any attention. I put that 
note somewhere in this cupboard and 
if you'll just wait a minute I'll 
show you.” 

There was a great clattering of 
dishes, pots and pans, and finally, 
from the inside of an old cracked tea- 
pot, she pulled out a crumpled paper 


and handed it triumphantly to the 
visitor. Great was his surprise to 
see a duplicate deposit ticket for 
the exact amount of the past-due 
note, dated several weeks previously. 
Listed on it were two money orders, 
several checks and $10 in currency. 


Investigation revealed that she 
had put the various items in an 
envelope and mailed them to the 
bank, with no notice or explanation 
attached. It was delivered to the 
“‘bank-by-mail” teller, who naturally 
thought it to be a deposit and who, 
after a long search, discovered an 
inactive savings account in the 
name of the endorser. She had, 
therefore, made out deposit tickets 
in duplicate, credited the account 
with the total, and mailed a copy 
of the ticket to the sender as a 
receipt. The borrower, knowing she 
had sent the money to pay her note, 
had accepted the ticket as the can- 
celled instrument, and dismissed the 
matter from her mind. She regarded 
the past-due notices as simply “bank 
mistakes.” All ended well—the bank 
transferred the money to pay off 
her note, and, this time, she did re- 
ceive the evidence that her loan was 
paid. 


Aso in the mail of the bank one 
day appeared two opening deposits 
for new savings accounts from a 
couple of unknown persons living 


in a large town on the eastern sea- 
board. When the deposits were ac- 
knowledged and signature cards 
were sent, the officer writing the 
letter, curious because he had never 
heard of either customer and was 
unable to secure any information 
about them, asked: ‘‘May we inquire 
how it happens that you are open- 
ing an account so far away from 
your home?” 

Back came the signature cards. 
A message on a slip of paper at- 
tached to them read: ‘We read your 
advertisement of 214% interest on 
savings in a newspaper while we 
were eating supper in your town. 
It seems to us that your bank is a 
lot safer from atom bombs than 
those in cities in the vicinity of 
New York.” 

BELLE S. HAMILTON 
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Smart and successful businessmen are 
always on the lookout for a good investment! 


If your business is investing in someone 
else’s, don’t overlook one of the biggest 


a good look at the business potential of the 

individuals selling the truck whose A betfer deal tor 
It’s smart business to go along with the best 

P.S. If your business requires trucks, your 


investments in the nation . . . the 9 million 

trucks on today’s highways. And take 

name appears on over one million trucks 

now on the road .. . DODGE. if, 

the man at the 

and wisest choice of all for a sound 

investment in trucks . . Dodge “Job-Rated” trucks. and Qa deal yor the 

local Dodge truck dealer can show you why * fy Ge 

this is true, too. man behind 1 A eal, 700 / 
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The new Micro-Twin is a unique com- 
bination microfilming recorder and reader, 
complete in a single compact unit. The 
price of the Micro win i is so low that ~~ ae 
no longer need to be without micro 

—the modern way to save space cages | 
protect records. 


BUILT-IN ECONOMY is yours with the 
Micro-Twin. The 37 to 1 reduction camera 
records documents as wide as 11 inches on 
just half of the film width. This 8-mm. 
photography on 16-mm. film spells econ- 
omy ... means you can have completed 
records of as many as 74 check-size or 29 
letter-size documents for just one cent! 


BUILT-IN SIMPLICITY makes the o 

ation of the Micro-Twin virtually fool- 
proof. The new Acro-Feeder, the exclusive 
indexing meter, the film speed indicator, 
the copy classification indicator, plus the 
most modern protection features, make the 


The low-cost, compact Micro-Twin takes 
up a minimum of space . . . is available as 
a model that fits conveniently on a 
work table (below) or with the matching 
stand and work organizer shown here*, 


Micro-Twin as easy to use as a box camera. 


BUILT-IN VERSATILITY of the Micro- 

gives you side-by-side front or 
simultaneous front and back recording. 
The latter eliminates the need for double 
running and prevents sequence errors when 
recording both sides of documents, such as 
endorsed checks. Full-size facsimile prints 
can be produced quickly and easily —direct 
from microfilm in the reader. 


For hard-to-read material requiring special 
legibility, the Micro-Twin is available with 
a 24 to 1 reduction camera using the full 
16-mm. film width in recording. 


Make a date at your nearest Burroughs 
office to find out personally how you can 
save space and time and improve your 
present filing system with the Micro-Twin. 
Or, write direct to Burroughs Corporation, 
Detroit 32, Michigan, for full details. 


* Available as an optional purchase. 


Wherever theres business there’ Burroughs 
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he sensational new Acro-Feeder* will 
handle documents of intermixed sizes 
ns fast as an operator can prepare the 
naterial to be recorded. Rapid feeding 
pnd accurate spacing are all automatic. 


n reading screen assures 
a sharp, brilliant image even in broad 
daylight . . . provides wide-angle vision. 
Facsimile prints can be made quickly and 
easily —directly from film in the reader. 


new) 


RECORDER} READER 


Belle Howell 


MICROFILM EQUIPMENT 


SOLD AND SERVICED BY 


Burroughs 


9 §) 


RECORDER 


The indexing meter is the last word i 
rapid document location. As many as 99 
positions can be indexed on each 106 
roll of microfilm. No other film indexe 
provides such rapid document locatior 
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Your Group Hospitalization Program 
Is It Up-to-Date? 


HOMER HILTON, JR. 


The author is personnel director 
of The National Bank of Jackson, 
Michigan. 


HE increasing area which has 

been covered by fringe benefits 
over the past quarter century re- 
quires that existing programs be 
reviewed regularly. Every bank 
should be sure that it is getting the 
best coverage for the money spent, 
and that the existing plan is pro- 
ducing a high degree of employee 
satisfaction. 

Although space limitations con- 
fine this discussion to hospital and 
surgical benefits, one should remem- 
ber this in considering any total 
program: the cheapest program for 
the bank is the most expensive if 
the employees think of it as just 
“better than nothing.” 


Contributory Advantages 


Banxs with contributory plans 
are in a better position to offer 
more, for most employees would pre- 
fer to put a little more into a pro- 
gram where the benefits will be 
greatly expanded. Those banks 
which have been carrying the full 
load should explore the wisdom of 
switching to a contributory formula. 
If they don’t, they will be swamped 
with increasing costs when modern- 
izing their plans. Conversely, they 
may find surprising employee ac- 
ceptance for sharing the cost where 
it can be shown that material bene- 
fits result. 

Maternity claims are the greatest 
single factor in boosting the cost of 
hospitalization insurance. Maternity 
is improperly classed as an insur- 
able “risk,” and business persists 
in expending great sums to “insure” 
against it. A check of claims paid 
may show that the difference be- 
tween them and the amount of pre- 
mium attributed to this coverage 
would justify switching to a plan 
with no maternity coverage. The 
annual cost for this item alone may 
approach $1,000 per hundred em- 
ployees. As a substitute, a flat pay- 
ment could be paid by the bank as 
self-insurer. Re-examination of this 
feature of insurance offers endless 
possibilities of strengthening the 
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program for the benefit of all em- 
ployees. 

In reviewing the current plan, it 
is important to make certain that 
the carrier is giving top dollar 
value. A close survey of the bene- 
fits offered by companies in this 
field will reveal that private insur- 
ance companies (both mutual and 
stock) offer the best contracts avail- 
able and at the lowest net cost. 
Plans offered by associations of hos- 
pitals and physicians have popular 
appeal and provide needed hospitali- 
zation for individuals and groups 
not otherwise eligible for insurance 
of this type, but, for insurable 
groups, the greatest savings will be 
in plans insured by the private car- 
rier. These companies generally 
provide for hospitalization in any 
hospital, not associated hospitals 
exclusively, and their contracts are 
more liberal in cases of tuberculosis 
or mental illness as well as in de- 
fining the separation between dis- 
ability periods. The current prob- 
Jems of hospital expense indicate 
that private companies are being 
discriminated against in favor of 
the associated plans. Any equitable 
adjustment in costs will only make 
private insurance more attractive. 

A few special areas can be ex- 
plored with profit when a study of 
costs is made. Because there is a 


tendency to load dependent cover- 
age, care must be taken that one 
group will not assume a dispropor- 
tionate amount of the cost. A study 
should be made of the cost of do- 
ing business as reported by the car- 
riers, and dividend projections 
should be requested. Surgical sched- 
ules should be compared closely, 
with the fact in mind that about 
12 operations account for 60% of 
all surgery—none of these calling 
for maximum payments. All com- 
panies should be asked to submit 
figures on a uniform plan which will 
fit the particular bank. Only in this 
manner can one fairly compare the 
quotations. Lastly, when the maxi- 
mum days of hospitalization are de- 
termined, it should be remembered 
that the average hospital stay is less 
than a week. 

To those who are appalled at the 
increasing cost of insurance, it looks 
as though the spiral will never end. 
If this is so, it is increasingly im- 
portant to sell everyone on the fact 
that increased benefits can come 
only through increased cooperation 
between employee and employer in 
meeting costs. Over the long run, 
the only hope of lower costs seems 
to lie in exploring the advantages 
of hospital insurance with a “de- 
ductible’” feature which puts the 
burden of initial cost on the insured. 
This will discourage utilization of 
hospital facilities for cases that 
could be handled just as easily at 
home. Also it will discourage the 
amount of “elective” surgery which 
patients accept because they pay 
only a token part of the bill. 


VA Workload Increases 


ELIMINARY figures released by 
the VA show that appraisal re- 
quests for new construction increased 
by 86% in April 1954 over April 
1953, while appraisal -assignments 
on existing units increased by 55%. 
This unprecedented increase in work- 
loads makes it essential that the VA, 
lenders, and builders take all pos- 
sible steps to improve both the speed 
and quality of case processing if 
the interests of veterans, lenders, 
and builders participating in the GI 
loan program are to be served. 
The VA Central Office has recently 
authorized its regional offices to 


make changes in internal procedures 
and personnel assignments which 
should help expedite the processing 
of loan applications and appraisal 
requests. 
that lenders and builders could con- 
tribute greatly to increase the pro- 
ductivity of VA offices by exercising 
the highest possible care in their 
utilization of available VA facilities. 

The VA reports that a good per- 
centage of all applications for loans 
submitted on a prior approval basis 
are being suspended and later re- 
jected for the reason that the vet- 
eran is “overbuying.” In most of 
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“I enjoy reading his letters and imagin- 
ing how his signature will look on 


checks”’ 


these instances, it is clear that VA 
would not accept the loan at the 
time the application is prepared, in- 
dicating a reluctance to assume re- 
sponsibility for rejecting the appli- 
cation at the source and placing the 
responsibility on VA. These appli- 
cations necessitate attention on two 
or three occasions and utilize man- 
hours on applications which should 
never have been submitted. Lenders, 
as well as those builders and their 
real estate brokers who assist vet- 
erans in the preparation of applica- 
tions for loans, will assist materially 
in clearing the road for eligible cases 
if they assume more responsibility 
in rejecting applications when the 
veteran is buying beyond his means. 

It has also been reported that 
loan processing is being seriously 
delayed by incomplete or inaccurate 
preparation of requests for ap- 
praisals, applications for guaranty, 
reports of loans closed, and so on; 
by failure of plans and specifications 
submitted on proposed constructions 
to meet minimum property require- 
ments, or to include necessary infor- 
mation and exhibits; and by un- 
necessary telephone calls and per- 
sonal visits. 

The VA has greatly appreciated 
and has relied on the generous co- 
operation of participating groups, 
who have done much to help the VA 
carry along the GI loan program. 
VA is now requesting that special 
attention be given to intensifying 
that cooperation at this time for 
the mutual benefit of all participants 
in the program. 


July 1954 


JUST | 
B U TT0 N and the mechanism in the new Herring: 


Hall- Marvin Vault Door is electrically operated. Note that practi- 
cally all mechanism is concealed by the handsome, modern Stainless 
Steel sheathing. Another brand-new note in design is the horizontal 
placement of the dials with concealed illumination. 


JUST PRESS ANOTHER BUTTON 


to lower or raise the foot bridge. No more stoop and 


strain for the bank vault custodian. 


Herring -Hall.Marvin—first with new ideas in bank equipment for over 100 
years, is proud to present these important, dramatic improvements. For detailed 
information, please call or write to the nearest branch or the main office. 


HERRING: HALL - MARVIN SAFE CO. 


Main office and factory at Hamilton, Ohio. Branches in: New York, Chicago, 
Boston, Detroit, San Francisco, St. Louis, Houston, Atlanta, 
Philadelphia, Minneapolis, Washington. 
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Mrs. Beverly Hillam, bank employee 
(foreground), and husband Ken try out 
their muscles on a practice climb 


Scaling the Heights 


ANKERS’ hobbies are myriad. This 

department has featured bank- 

ers who raise birds or paint or build 

racy automobiles—but this time we 

have something different. And this 
time it’s a lady. banker. 

She’s Mrs. BEVERLY HILLAM, sec- 
retary to Art Ridd,. assistant vice- 
president of Continental Bank and 
Trust Company, Salt Lake City, who 


This department is compiled by 
THEODORE FISCHER Of BANKING’S 
staff. 


turns on weekends from the dizzy 
heights of finance to the even more 
rarefied atmosphere of the high al- 
titudes. Briefly stated: she climbs 
mountains. 

Mrs. HILLAM and her husband, 
Ken, have been hikers and campers 
for some time, and they haven’t for- 
saken this activity—rather they’ve 
broadened out. They’ve joined the 
Wasatch Mountain Club and have 
been making some rigorous practice 
climbs. 

As if all this weren’t enough, we 
learn through JEAN MCDOUGALL, as- 
sistant vice-president and editor of 
the bank’s publication Thirty-One 
Four, of Mrs. HILLAM’s plans for a 
trip down the Colorado River, shoot- 
ing the rapids in a river boat, along 
with a small group of folks of like 
“strength and endurance.” 

Mrs. HILLAM declares that all this 
climbing and hiking and rapids- 
shooting has little effect on her 
weight—but it does build muscle. 


Young foreign bankers learn production techniques at De Laval Steam Turbine 

Company, Trenton, N. J. They represent Italy, Switzerland, Pakistan, Germany, 

and Denmark in a program sponsored by Brown Brothers, Harriman and Co., 
of New York, for study of American banking, industry, and commerce 


Miss Cleary P. F. McDevitt 


She doesn’t have to take any sass 
from her husband or her brother-in- 
law. “If they give me any trouble,” 
says Mrs. H. with simple dignity, 
“IT can bop them and they really feel 
it.” 


Back to Wisconsin 


B. CLEARY has been 
elected vice-president of the 
First Wisconsin Trust Company, 
Milwaukee. Miss CLEARY has been 
on leave of absence since May 1953 
when she accepted appointment by 
President Eisenhower as assistant 
treasurer of the United States. She 
was later promoted to assistant to 
the Secretary of the Treasury. Her 
resignation from Government ser- 
vice took effect May 31, when she 
had completed a full year in Wash- 
ington. During that year she was 
one of the Government’s leading 
speakers on the Savings Bond pro- 
gram and matters of financial policy. 

Miss Cleary is spending the sum- 
mer abroad with her mother, and 
will resume duties at the bank in 
September. 


PAUL F. McDEvITT has been elect- 
ed vice-president in the loan division 
of the National Shawmut Bank of 
Boston. 


HARRIS TRUST AND SAVINGS BANK, 
Chicago, has received the top award 
of the Chicago Federated Advertis- 
ing Club for outstanding national or 
regional institutional newspaper ad- 
vertising campaign. Over 800 en- 
tries were submitted in the 1954 
competition. ROBERT LINDQUIST is 
vice-president in charge of advertis- 
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Kenneth Baker 


Elmer Tabbert 


ing at Harris Trust and Savings; 
Leo Burnett Company, Inc., is the 
bank’s advertising agency. 


KENNETH K. BAKER and ELMER A. 
TABBERT were elected vice-presidents 
of First National Bank in St. Louis. 


ROLAND L. ADAMS has retired as 
secretary-treasurer of the Alabama 
Bankers Association to devote more 
time to his duties as president of 
the Bank of York. Howarp J. 
Morris, JR., is the new full-time sec- 
retary-treasurer of the Association, 
with offices at 1004 First National 
Bank Building, Montgomery 1, Ala- 
bama. 


141-Year Friendship 


ORCESTER COUNTY TRUST COM- 
WW pany, Worcester, Massachu- 
setts, is celebrating its 150th anni- 
versary year. At a dinner com- 
memorating this event, presentation 
was made of a scroll, inscribed: 
“Presented to Lloyd DeWitt Brace, 
president of The First National Bank 
of Boston, the oldest bank in the 
United States, by the Worcester 
County Trust Company at a dinner 
commemorating its 150th anniver- 
Sary year, in recognition of 141 years 
of friendly and continuous associa- 
tion between the two banks.” 


Major contracts have been award- 
ed for construction of a new 8-story, 
$2,000,000 bank and office building 
of MIDLAND NATIONAL BANK, Bill- 
ings, Montana. The building is so 
planned that bank facilities may be 
expanded to five times the immediate 
requirements. 


July 1954 


Muench in New Post 


LBERT L. MUENCH, secretary of 

the New York State Bankers 
Association since 1943, has been ap- 
pointed executive vice-president, a 
newly created post. The action was 
taken by the Association’s Council 
of Administration in connection with 
the 58th annual convention at Lake 
Placid. 


The Council also appointed ROBERT 
E. WAatTTs to succeed MR. MUENCH 
as secretary. He has been assistant 
secretary since 1948. 


The American Safe Deposit Asso- 
ciation, at its recent convention in 
Minneapolis, elected the following 
officers for the coming year: Presi- 
dent, E. D. BAUGHMAN, National 
Safe Deposit Company, Chicago; 
first vice-president, PHILIP C. Rovu- 
LEAU, Bristol Bank and Trust Com- 

} pany, Bristol, Connecticut; second 
vice-president, NOREL T. MCLAUGH- 
LIN, Fletcher Trust Company, In- 
dianapolis; secretary-treasurer, HUB- 
BARD S. LAFOON, State Planters Bank 
and Trust Company, Richmond. 


Good Neighbor Policy 


HEN the FIRST SECURITY BANK 

OF UTAH’s Provo branch was 
completely destroyed in a _ night- 
time fire, its nearest neighbor, the 
STATE BANK OF PROVO, provided 
space in its lobby at opening time 
the next day so that First SECURITY 
could handle “business almost as 
usual” without missing any time be- 
cause of the fire. Cashier Kay Ran- 
dall of the STATE BANK OF PROVO or- 
ganized the banking forces of the 
county to make up for FIRST SECUR- 
ITY’S reserve cash that was tem- 
porarily unavailable. 

First SEcurITY functioned in the 
STATE BANK’s lobby for two days 
until temporary facilities were lo- 
cated. 


L. E. STOVER, assistant vice-presi- 
dent and manager of the foreign de- 
partment of The Second National 
Bank of Boston, was elected a di- 
rector of the Bankers Association 
for Foreign Trade. 


Dr. Hughes’s Remarkable Bank is 
the title of a feature in the June 
Fortune concerning Dr. JOSEPH E. 
HUGHES and The County Trust Com- 
pany, White Plains, New York, of 
which he is the president. The ar- 
ticle traces Dr. HUGHES’ career and 
the growth of his bank—a bank 
which, the magazine points out, “is 
upsetting a lot of dusty tradition.” 
The bank is called the most highly 


Frank S. Santelia, second from right, shows his winning poster in the annual 

thrift poster contest of Philadelphia Savings Fund Society. From left: Miss A. 

R. Martin, head of the bank’s school savings department; Millicent Trichler, 

chairman of the A.B.A. Committee on School Savings Banking; Mr. Santelia; 
R. Stewart Rauch, Jr., executive vice-president of PSFS 
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MAKE IT EASY 


New business men in banks seldom 
participate in the purchase of checks, but 
they are interested in making it easy for 
their customers to get the style of check 
they want. That is why so many of them 
are familiar with our catalog, and why 
some of them carry it with them when 
they call on customers or prospects. 


This catalog of ours is a great con- 
venience. Our latest issue is so complete 
that almost any so-called ‘‘special’’ 
check can be selected in a matter of 
minutes. It is used regularly by more 
than twelve thousand banks throughout 
the country who have found it to be 
an effective medium for simplifying 
check ordering. 


Over the years check requirements have 
become more complex, with the result 
that designs and cost have sometimes 
been allowed to get out of line. In an 
effort to keep pace with the more varied 
needs of bank customers, we have 
continuously expanded our line of 


““standardized”’ checks and, as a result, 
with slight modification almost any 
style of special check can now be secured 
promptly and at low cost. 


Another point of some significance, 
that makes it easy for customers to get 
what they want out of our catalog, is 
that they are enabled to deal directly 
with the bank people with whom they 
have their normal contacts and, while 
this at times imposes an additional 
burden upon these bank people, it 
provides them with a grand opportunity 
to practice service enlargement. 


So, while new business men and those 
whose job it is to serve the customers 
seldom place orders for checks, such 
transactions come within their field of 
interest because they involve serving 
customers pleasantly, easily and 
promptly. We submit, therefore, that 
our check catalog, especially the latest 
issue, provides them with an effective 
tool to help them in their work. 


Manufacturing Plants at: 


E LUXE 


CHECK PRINTERS 


CLIFTON, PAOLI, CLEVELAND, CHICAGO, KANSAS CITY, ST. PAUL 


would you hire 
BOB CRATCHIT? 


YORK RECORDS make old-fashioned Mortgage Accounting 


methods as outmoded as Dickens’ famous bookkeeper . 


..end 


them with the system that COSTS 2¢ PER LOAN PER MONTH! 


You might laugh at this headline . . 


. but you 


shouldn’t laugh at mortgage banking methods 
which you may think are efficient and yet may 
be costing you time and money, month after 
month! York Records, proved in use by scores 
of mortgage bankers for the last seven years, 
enable you to utilize the efficiency of the single 
credit system at lowest cost. Get the facts now: 
check spaces below, attach this ad to your 
letterhead, and mail today! 


Send us your Single Debit Mortgage 
Accounting Procedures book. Price: 
$1.00. 


Send us your Single Credit Mortgage 
Accounting Procedures book. Price: 
$1.00. 


YORK TABULATING SERVICE, 


227 EAST CLARKE AVENUE ° 


( ) Send us your free booklet, A Revolu- 


tion in Mortgage Accounting, 
return mail. 


Send us your free booklet, Aspirin 
for the Mortgage Bankers’ Eternal 


Headache. 


INC. 


YORK 4, PENNSYLVANIA 


mechanized bank in the country; its 
mortgage program is outlined; and 
its farseeing executive development 
program is explored. Dr. HUGHEs, 
“an imaginative dentist who had an 
itch for banking,” is chairman of 
the board of regents of The Grad- 
uate School of Banking. 


A. R. L. WILTSHIRE retires from 
the Australia and New Zealand Bank 
Limited, Melbourne, as of June, 30. 
He is succeeded as general manager 
by H. D. T. Wituiamson. C. R. 
DARVALL becomes assistant general 
manager. H. C. THOMAS, chief in- 
spector for the bank in New Zealand, 
is to retire on September 30. C. P. 
EDWARDS succeeds him. 


ELREY C. STROUSE has joined the 
Wilmington (Delaware) Trust Com- 
pany as vice-president in charge of 
the instalment loan division. He had 
been vice-president in charge of the 
consumer credit department of Com- 
mercial Trust Company, Jersey City, 
New Jersey. 


EDWARD BURCHETTE has been 
named chairman of the board of the 
Valley Bank and Trust Company, 
Des Moines, Iowa. Vice-President 
EDWARD P. KAUTZKY has been elect- 
ed a director. 


Four senior vice-presidents have 
been named by Farmers Bank of the 
State of Delaware: O. H. P. BALDWIN 
and THOMAS DONAHOE, of Wilming- 
ton; LINDALE C. FISHER, of George- 
town; and GORDON WILLIS, of Dover. 


WILLIAM HENRY GREENFIELD, who 
has been associated with Continental 
Illinois Bank and Trust Company, 
Chicago, since 1933, has been named 
vice-president of Republic National 
Bank of Dallas. 


Mr. and Mrs. L. A. ANDREW in- 
vited friends to help them celebrate 
their golden wedding anniversary 
on June 8 at the University Club of 

(CONTINUED ON PAGE 24) 


W. H. Greenfield L. A. Andrew 
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where does wall street begin? 


here’s only one answer to 

that, any New Yorker will 
tell you. Wall Street begins at 
lower Broadway directly across 
from old Trinity Church. 


But to many an out-of-town 
banker, Wall Street, with all the 
fimancial facilities and services 
its name. suggests, begins with a 
telephone call, a wire or a letter 
to the Chase National Bank.* 


One of the most convenient 
of Chase’s Wall Street services 


for out-of-town banks is the 
handling of security transac- 
tions—deliveries, receipts, pay- 
ments, transfers, registrations— 
all the exacting details con- 
nected with purchases and sales. 

And one of Chase’s most valu- 
able services for correspondents 
is the study and analysis of a 
bank’s own investment port- 
folio. By mail or in personal 
consultation Chase will ap- 
praise a correspondent’s hold- 
ings of U. S. Government and 


* Chase stands first in relationships with other banks throughout the country. Almost half of 
the U.S. banks which maintain New Y ork banking connections have selected the Chase National. 


July 1954 


other securities and submit spe- 
cific suggestions and recom- 
mendations. 


When you need “Wall Street” 
services why don’t you talk to the 
people at Chase? 


THE 


Chase 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 
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Progressive 
business firms 
and venture 
capital are 
attracted to 
ARIZONA. 
And ALL Arizona 
is served by the 
Valley Bank, larg- 
est in the Rocky 
Mountain States. 


VALLEY 


NATIONAL 
BANK 


ARIZONA'S 
STATEWIDE BANK 


34 orrices 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


| “career.” 
| the young lady writes, “one’s finan- 
| cial position also expires.” 


Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
June 4, 1954, declared the 
following quarterly dividends: 


60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
July 1, 1954 to stockholders 
of record;at the close of bus- 
iness June 17, 1954. 


MILTON L. SELBY, Secretary 
June 4, 1954 


MAIN STREET (Continued) 


Evanston, Illinois. Mr. ANDREW is 
a past president of the State Bank 
Division of the A.B.A. 


PEOPLES’ NATIONAL BANK & TRUST 
Company, Langhorne, Pennsylvania, 
has opened a branch in nearby Penn- 
dell, and has another branch under 
construction in Feasterville. 


STANLEY B. ALDRICH, president of 
the Crawford County Trust Com- 
pany, Meadville, Pennsylvania, has 


| been elected president of the Mead- 
| ville Chamber of Commerce. 


Subscriber News 


OT often does a magazine pub- 
licize the expiration of a sub- 


_ Scription—but this is different. A 
| lady has written us that she’ll allow 
| her subscription to BANKING to 


lapse—temporarily. Seems she is 
about to be married and will leave 
her bank job to join her husband at 


/an Army base, where they will re- 


main for the balance of his Army 
When getting married, 


THORBJORN SMEDSRUD, a subscrib- 


| er in Norway, is on leave from his 
| bank for a two-year period while 
| serving as “assistant judge.” Mr. 
| Smedsrud writes: “You see, a law- 

yer’s experiences and knowledges 


are important things to a banker in 


| this country, and I am proud to tell 
| you that it was rather hard to get 
| that job.” 


RAYMOND E. SANDERS, JR., has 
been appointed manager of the per- 
sonnel department of the Federal 
Reserve Bank of Richmond. 


J. M. Nowlan 


H. Morgan Craft 


H. MorGAN CRAFT has been named 
president of W. Ross Campbell Busi- 
ness Investment Company, Los An- 
geles. Mr. CRAFT is a former presi- 
dent of the California Bankers As- 
sociation, was for some time a Fed- 
eral Reserve Bank officer, was head 
of the Office of Production Manage- 
ment, and later board chairman of 
the Smaller War Plants Corp. 


JOSEPH M. NOWLAN has been ad- 
vanced to cashier of the Federal Re- 
serve Bank of Richmond. 


MILLICENT A. TRICHLER, assistant 
secretary of Dollar Savings Bank 
and chairman of the A.B.A. School 
Savings Banking committee, is newly 
elected president of Savings Bank 
Women of New York. She succeeds 
ELEANOR CONNORS WATERS, assis- 
tant secretary of Seamen’s Bank for 
Savings. Other officers elected: vice- 
president, ALICE PHILLIPS of the 
Prudential Savings Bank; member- 
ship secretary, RITA HARVEY, East 
New York Savings Bank; recording 
secretary, MARY DOLAN, Dollar Sav- 
ings Bank; treasurer, VIRGINIA T. 
SmitTH, Bowery Savings Bank. 


JOHN W. Scott. president of the 
First State Bank of Gilby, North 
Dakota, was elected a class A direc- 
tor of the Federal Reserve Bank of 
Minneapolis to fill the unexpired 
term of the late CHARLES W. BURGES. 

(CONTINUED ON PAGE 26) 


This soft-shoe routine is part of the annual minstrel show of the Choral Club of 
Bank of the Manhattan Company for staffers and guests at New York’s Town Hall 
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In supplying insurance to meet the constantly changing requirements of the 
leaders of American commerce and industry, we offer a broad and intimate 
knowledge of protection techniques together with the ability to apply 
fresh thinking to current problems. It is this perfect combination of experi- 
ence and initiative that has enabled us to introduce many innovations 
which are today standards of insurance protection. Our record of “Serving 


the Leaders’’ has been a constant source of personal pride since 1882. 


FEDERAL INSURANCE COMPANY 


Into Which Has Been Merged 
THE UNITED STATES GUARANTEE COMPANY 


CHUBB & SON, Managers 
90 John Street, New York 38, N.Y. 
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“The Royal 
helped us open up 


new markets”’ 


7 


Let the Royal Bank help you “‘open doors” 
for your clients in the Canadian market. 

ough more than 730 branches in 
Canada’s ten provinces, we are in close 
touch with all important phases of Canadian 
business, industry and finance. 

The Royal Bank has a special depart- 
ment to help American businessmen. It 
can provide you and your clients with 
information on labor, taxes, transportation, 
power—in fact, on almost anything 
from choosing a plant site to arranging 
sales representation. 

We offer full cooperation in helping you 
serve the needs of clients interested in 
opportunities presented by Canada’s 
expanding economy. 


Over 800 branches in Canada, the 
West Indies, Central and South America 
New York, London and Paris. 


THE ROYAL BAR K 


OF CANADA 


Canada’s Largest Bank 


New York Agency — 
68 William Street, New York 5, N. Y. 


Total assets exceed $2,800,000,000 


MAIN STREET (Continued) 


First NATIONAL BANK OF MINNE- 
APOLIS and F. H. WATERHOUSE, as- 
sistant vice-president, have been 
given merit awards by The Research 
Institute of America, Inc., for their 
contribution during 1953 to the de- 
velopment of executive skills in 
human relations and manpower util- 
ization. The awards were for a 
“management team” project, devel- 
oped by Mr. WATERHOUSE and his 
staff, which helped bring First Na- 
tional’s bookkeeping efficiency to an 
all-time high following reorganiza- 
tion of the department a year ago. 


Gus BowMAN has been elected 
president of the Love Field State 
Bank, Dallas. He was formerly a 
vice-president of the Mercantile Na- 
tional Bank in Dallas. 


The new building which is to 
house the SECOND NATIONAL BANK 
OF HOUSTON, on which construction 
is to start immediately, will bring 
to the city several “firsts.” It will 
be Houston’s first bank building to 
cover a complete city block; the 
city’s first major all - aluminum 
building; Houston’s first edifice to 
contain block-long, air conditioned 
concourses lined with retail shops. 
It will have two tunnels, with esca- 
lators. The first four floors of the 
building, all covering a full city 
block, will be owned by the bank. 
The balance of the 24-story sky- 
scraper will be erected by a subsid- 
iary corporation having air rights 
on a long-term lease from the bank. 


BRADFORD A. WARNER, formerly 
of Fortune Magazine, has_ been 
named a vice-president of Manufac- 
turers Trust Company, New York. 


DUTEE SMITH has been appointed 
a representative of the banks and 
bankers’ department of Mercantile 
Trust Company, St. Louis, and will 
represent the bank in the southwest. 

(CONTINUED ON PAGE 28) 


B. A. Warner Dutee Smith 
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THE PHILADELPHIA 
NATIONAL BANK 


Organized 1803 
PHILADELPHIA 1, PA. 


Member Federal Deposit Insurance Corporation 
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MAIN STREET (Continued) 


R. P. A. EVERARD, assistant to the 
president of Bank of America, San 
Francisco, has retired after 42 years 
with the bank. He is a native of 
Auckland, New Zealand, came to 
California as a youth, and became 
a bookkeeper for a bank which later 
became part of the Bank of America 
system. He has been a member cf 
the important managing committee 
since its inception, and will con- 
tinue as a member of the bank’s 
advisory council. 


Banker Horologists 


clock collections of men 
associated with three Bristol, 
Connecticut, banks are featured in 
the Bristol Clock Museum recently 
opened. The museum is in a 9-room 
house built in 1801 and restored at 
a cost of $40,000. 

Nine Bristol industrialists and 
bankers whose hobby is clock col- 
lecting sponsored the museum to 
preserve early American horological 
history of Western Connecticut, 
cradle of the clock industry in the 
United States. 

Nearly 300 clocks are on exhibit, 
most of them Western Connecticut 
brands. The museum is a nonprofit 
organization; admission is free. 

Founder and president of Bristol 
Clock Museum, Inc., is EDWARD IN- 
GRAHAM, a director of the Bristol 
Bank and Trust Co. Working close- 
ly with him have been his brother, 
DubDLeEy S. INGRAHAM, a director of 
the same bank, and CHARLES TERRY 
TREADWAY, SR., past president and 
now chairman of the executive com- 
mittee of the bank. 

The museum’s treasurer is CLAR- 


ENCE M. INGRAHAM, and the secre- 
tary is S. RUSSELL MINK, both di- 
rectors of the North Side Bank and 
Trust Company. 

Other museum directors are: 
ARTHUR MANROSS, director of Bristol 
Bank and Trust Company, and 
NEWELL JENNINGS and E. BARTLETT 
BARNES, both directors of Bristol 
Savings Bank. 


Rattling Good Speaker 


RANK M. TOTTON, who retired 

May 31 as vice-president of the 
Chase National Bank to become ex- 
ecutive director of the Foundation 
of the Presbyterian Church in the 
U.S.A., has traveled an estimated 
million miles in the last 25 years 
in addressing bankers’ conventions, 
church groups, youth associations, 
and a variety of civic and fraternal 
organizations. 

The effect on Frank of so many 
countless luncheon and after-dinner 
talks has not gone unnoticed by his 
wife. She is quoted as remarking 
recently that “every time he hears 
the dishes rattle, he gets up to make 
a speech.” 


CITIZENS NATIONAL BANK of Dur- 
ham, North Carolina, has opened a 
new branch at Roxboro. The public 
was invited to inspect the new quar- 
ters prior to the opening. 


WILFRED B. KIRK has been elected 
a vice-president and senior loan 
officer of Texas Bank & Trust Com- 
pany, Dallas. 


PEOPLES TRUST COMPANY OF 
BERGEN COUNTY has opened a new 
branch in the Township of Paramus, 
New Jersey. It is adjacent to two 
new shopping centers. 


O 


In front of the 
Bristol (Conn.) 
Clock Museum 
are, left to right: 
Justice Newell 
Jennings, Fuller 
F. Barnes, Ed- 
ward Ingraham, 
Reginald C. Mor- 
rell (curator), 
Dudley S. Ingra- 
ham, and Clar- 
ence M. Ingraham 


O 


R. de Jesus Toro J. J. Galvin, Jr. 
ROBERTO DE JESUS TORO, vice: 
president of the Government Devel- 
opment Bank for Puerto Rico, has 
been appointed executive vice-presi- 
dent of the Banco de Ponce in the 
City of Ponce. Prior to his associa- 
tion with the Government Develop- 
ment Bank, Mr. de Jesis Toro was 
Director of the Bureau of the Bud- 
get of Puerto Rico. For the achieve- 
ments of the Government Develop- 
ment Bank, see Puerto Rico’s Pow- 
erful Bootstraps on page 53 of this 
issue of BANKING. 


JOHN F. GALVIN, JR., has joined 
Mercantile Trust Company, S&t. 
Louis, as personnel director. 


Fred F. Millsaps 


FLOURNOY MILLSAPS, 


chairman of the Board of the 
Ouachita National Bank in Monroe, 
Louisiana, died on May 26. He had 
been associated with the bank for 
nearly 40 years and had served as 
president of the Louisiana Bankers | 
Association in 1938-39. 


Two staff members were honored 
recently for completing 50 years of 
service with First National Bank in 
St. Louis. Both started with banks 
which later became part of First 
National. The 50-year veterans are 
Miss GENEVIEVE MCAULIFFE, tele- 
phone operator, and WILLIAM C. 
STAUuSS, assistant cashier. Both were | 
presented with engraved gold wrist 
watches by WILLIAM A. MCDONNELL, 
president of the bank. 


JOHN D. Butt, president of the 
Seamen’s Bank for Savings, New 
York, has been appointed a member 
of the advisory board of the real 
estate and mortgage department of 
Manufacturers Trust Company. 


NATIONAL CITY BANK OF CLEVE- 
LAND recently celebrated its 109th 
anniversary. 

(CONTINUED ON PAGE 30) 
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TERRACE 


FARM POND 


A Line of Water Control Jobs 


AND A COMPLETE LINE 
OF POWER TO HANDLE THEM 


Allis-Chalmers HD-15 dozing out an 1,800-yd farm pond in Caldwell county, 
Missouri. On completion, pond will hold water to a depth of 10 feet. 


A contour furrow will hold a rain drop, a terrace 
will check a rivulet, and a pond will stop a gulley. 
By these means, farmers are helping control run- 
off before it leaves their land. Farther downstream 
large dams complete the job. 


All along the line effective water control de- 
pends on moving and reshaping the earth’s sur- 
face. Whatever the size or type of job, there is an 
Allis-Chalmers earth-moving unit to handle the 
work efficiently. 


Each major unit in this outstanding line of 
equipment is new since the war. Designed from 
the ground up to meet today’s new methods. . 
each machine represents a sound investment be- 
cause it contributes toward keeping vital projects 
on an economically sound basis. 


ALLIS-CHALMERS 


RACTOR DIVISION . MILWAUKEE 1, U.S.A. 


Big motor graders are ideal for constructing large-capacity 
waterways or diversion terraces. 


July 1954 


In order to show the broad usefulness of earth- 
moving equipment in conservation districts, Allis- 
Chalmers has prepared a booklet entitled ‘Rural 
Jobs Offer New Opportunity For Contractors.” A 
free copy will show you many ways in which sup- 
port of good conservation can benefit farmers, 
local contractors, and your entire community. 
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We cot paid 
$122,500 although 


our factory was idle! 


How Hartford Business Interruption Insurance 
paid off during our five-month shutdown 
(Based on Company File #TC-51-1087) 


A fire at our main clothing factory 
snarled our entire operation. 

We couldn’t use the building until 
extensive repairs were made. And 
we couldn’t find another that could 
be used temporarily. We had no 
choice but to remain idle. 


Many of our expenses, of course, 
went right on. Frankly, I wonder if 
we could have met them all without 
Business Interruption Insurance. 
It paid us $122,500 between the 
time of the fire and the date we got 
rolling again. 


Unexpected idleness need not play havoc with the finances of 


any customer of yours. 


As you’ve just seen, there is a practical way to avoid a 
crippling loss of income when fire causes a temporary shutdown. 
Windstorm, explosion, riot and other insurable hazards can also 
be covered by Hartford Business Interruption Insurance. 

This is broad protection, yet it is moderately priced. 

It provides income in time of need, and makes your 
commercial borrowers safer credit risks. Suggest that 
your customers get the full story from their 

Hartford Fire Insurance Company Agent or their 


insurance broker—soon. 


Year in and year out you'll do well with the 


Hartford : 


Hartford Fire Insurance Company * Hartford Accident and Indemnity Company 


Hartford Live Stock Insurance Company 
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The new building rapidly nearing 
completion for REPUBLIC NATIONAL 
BANK OF DALLAS is planned to be a 
real landmark. The building igs 
topped by a 150-foot tower which 
extends to about 600 feet above the 
sidewalk. The tower supports a 
beacon light of almost a half-billion 
candlepower, which will be visible 
120 miles away. 


MANUFACTURERS TRUST COMPANY, 
New York, brought the total num- 
ber of offices to 111 through the 
opening of its latest branch in Hol- 
lis, N. Y. 


GRADY D. HARRIS, JR., was named 
vice-president and cashier of Lib- 
erty National Bank and Trust Com- 
pany, Oklahoma City. 


UNITED STATES NATIONAL BANK 
of Portland, Oregon, has announced 
plan for a $1,000,000 expansion of 
its main banking quarters in down- 
town Portland. Drive-in facilities 
and off-street parking are features 
of the project. 


WILLIAM PFLUEGER was . elected 
executive vice-president of Crocker 
First National Bank of San Fran- 
cisco. 


DONALD RICHART, vice-president 
and mortgage officer, has resigned 
after 20 years with the Bowery Sav- 
ings Bank, New York, to accept 
presidency of the Morningside 
Heights Housing Corporation. The 
corporation was organized to build 
a cooperative apartment for 1,000 
middle income families, and is spon- 
sored by nine religious, education, 
and medical institutions. 


JOHN H. BRAHM, executive vice- 
president of First National Bank of 
Arizona, has been elected president 
of the Phoenix Chamber of Com- 
merce. (He’s an Easterner—born 
in New York.) 


Donald Richart John H. Brahm 
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A.B.A. President EVERETT D. 
REESE and MRs. REESE attended the 
recent annual convention of the Mex- 
ican Bankers Association at Aca- 
pulco. Last month BANKING reported 
some of MR. REESE’S observations. 
We are fortunate indeed to be able 
this time to give the woman’s view- 
point on the visit south of the Bor- 
der, as reported by Mrs. REESE. 


HEN the invitation to attend 
\\/ the Mexican Bankers Associa- 

tion convention came to us a 
month or so ago, we felt that our 
lucky star was in the ascendancy. 
Neither Ev nor I had ever been far- 
ther south of the border than No- 
gales and we were very interested 
in seeing the land of our friendly 
neighbors, especially so as the rep- 
resentatives of the Mexican Associa- 
tion who attended our own national 
conventions both in Atlantic City 
and Washington had been so charm- 
ing and we looked forward to meet- 
ing them again. 


We arrived in Acapulco, a beauti- 
ful resort on the Pacific, old as a 
trading center but quite new as a 
resort, just as the sun was beginning 
to sink, and a lovely sight it was. 
Many of the beautiful large hotels 
are built on hills overlooking the 
ocean from which there is always a 
delightful breeze. The private houses 
are spacious and open, perfect for 
tropical weather. The beaches, a 
morning and afternoon one, are pro- 
tected so the surf is not high and 
the swimming excellent. With the 
outstanding fishing and nice golf 
course, Acapulco would be hard to 
surpass as a vacation spot. Harold 
and Etta Brenton took a house down 
there this winter and were so en- 
thusiastic. I understand they intend 
to repeat. 

The Mexican bankers and their 
Wives were an exceptionally attrac- 
tive group and were certainly gra- 
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cious to us. We were cordially ac- 
cepted and royally treated, our only 
regret being that we were so limit- 
ed linguistically. We felt that it 
would have been much more courte- 
ous to have used the language of 
our hosts but while the spirit was 
willing the flesh was weak and it’s 
exceedingly hard to be very scintil- 
lating with a vocabulary limited to 
approximately ‘‘Good Morning”, 
“Good Night” and “Thank You”. 

After two wonderful days we were 
driven from Acapulco to Mexico City 
by way of Taxco. Taxco has a charm 
all its own with its narrow, hilly, 
cobblestone streets which have been 
carefully preserved and its interest- 
ing old buildings. You feel that you 
have stepped back several hundred 
years. So many artists and crafts- 
men of the highest order make their 
homes here that I’m sure the cultural 
level is very high. By the time we 
had covered most of the silver stores, 
and there are many, dusk had 
started to fall so we did not really 
see much of Cuernavaca which was 
also on our way. 

If one could see only its capital, 
a trip to Mexico would still be very 
worth while. It is such a combina- 
tion of the very old and very modern. 
Not many miles away you find the 
remnants,of an ancient Indian civil- 
ization in the Pyramids of the Sun 
and Temple to the God Quexicoatl, 
the scene of many a human sacrifice, 
and the same afternoon may see you 
with eyes opened wide at the brand 
new University of Mexico and its 
fabulous buildings and stadium. 

Still a mixture of old and new is 
the Government Palace built by Max- 
imilian and fairly recently decorated 
with the fascinating if somewhat 
controversial murals of Diego Riv- 
era. One can stand for hours trying 
to comprehend the import of these 
murals for they are masterpieces of 
detail, depicting Mexican history— 
and I’m not too sure what else. 


From a purely personal standpoint 
however, the Palace of Chapultepec 
was the high spot, for the romantic 
and tragic story of Maximilian and 
Carlotta has for me the greatest 
appeal. To this handsome young 
Hapsburg Prince and his lovely Bel- 
gian Princess I’m sure the offer of 
the Mexican Empire by Napoleon III 
of France seemed a godsend. They 
were royalty out of a job, as it were, 
and Maximilian was assured that 
the Mexican people wanted him as 
their Emperor. He must, indeed, 
have seemed an alien intruder to his 
adopted country with his formal 
Austrian manners and his elaborate 
coach, magnificent with its coat of 
arms and six white horses. 


I FELT that the living quarters of 
Maximilian and Carlotta in the Pal- 
ace were quite modest, the onyx bath 
tub to the contrary notwithstand- 
ing, considering their background of 
European royal living. How lonely 
and homesick they must have been! 
The two pianos in the living room 
gave mute testimony as to how some 
of those sad hours were passed. 
Away from friends and family, try- 
ing to govern a people whose lan- 
guage and customs were not their 
own, they must have realized from 
the beginning that the sword of 
Damocles was hanging over their 
heads. The rooms of the royal suite 
all open on to a lovely terrace from 
which height you can look down a 
beautiful avenue of trees where, it 
is said, Carlotta stood often, watch- 
ing for the carriage of Maximilian 
to approach. Perhaps all women are 
intrigued by the romantic, as I know 
a lump came to my throat as I stood 
there and contemplated their tragic 
end. 

Our stay in this charming country 
came to an end all too soon, but both 
Ev and I hope to return. “South of 
the Border down Mexico. Way” is a 
delightful nonerasable memory. 
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e The rugged grandeur of Great Falls, fifteen 
Potomac Portrait miles above the Capital—one of the major 


waterfalls of the eastern-central seaboard. 


NO. 5 IN A SERIES DEPICTING THE PRINCIPAL FEATURES OF WASHINGTON’S HISTORIC RIVER 


Ollie Atkins 


Old cut of Riggs & Company which 
had the WASHINGTON AQUEDUCT ACCOUNT 
a century ago when the first public waterworks 
was constructed from Great Falls to the City 


The RIGGS NATIONAL BANK 


of WASHINGTON, D. C. 


FOUNDED 1836 + LARGEST BANK IN THE NATION'S CAPITAL 


Member Federal Deposit Insurance Corporation * Member Federal Reserve System 
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ness, and the consumer began to taper off their buy- 
ing, and the recession, by whatever name, started. 
Some signs point up and some down but business 
cannot be sure it is out of the woods until there is a 
favorable change in the employment figures. Allowing 
for the seasonal pattern and the expanding labor force, 
employment is not rising enough to indicate a turn for 
the better. 


[ has been about a year since the Government, busi- 


Unemployment is also rising and may exceed 4,000,- 
000 before summer is over, even in the opinion of 
optimists like Dr. Arthur Burns, the chief economic 
adviser to the White House. 

Industrial production, retail sales, and manufac- 
turers’ new orders are holding their own; spending for 
plant and equipment is about 4% less than last year, 
and construction continues at record levels. Seldom, 
however, have the opinions of experts regarding the 
future been so much at variance. 

While General Motors, for example, proceeds with its 
billion-dollar plant expansion program, CIO President 
Reuther is quoted as predicting that the nation’s econ- 
omy will fall on its face late this summer or early this 
fall unless the Government acts to increase consumer 
purchasing power. : 


The reason for the difference of opinion is that some 
are looking at the immediate future where the visibility 
is low and others are looking at the more distant fu- 
ture where it looks as though the economy is still gain- 
ing altitude in spite of occasional bumps. 

Based on study of long trends, Walker L. Cisler, 
president of the Detroit Edison Company, predicts that 
demands for electric power by 1965 will be double those 
of today, and that by 1975 it is reasonable to expect 
a three- or even fourfold increase in the use of electric 
energy in this country. And Dr. George R. Harrison of 
M.I.T. holds out the hope that someday peaceful atomic 
power may be developed from water. 


By 1975, says NAM President H. C. McClellan, our 
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JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


The OUTLOOK 


and CONDITION OF BUSINESS 


national income will have doubled and we'll be able to 
invest abroad more than $15-billion every year. 


A couple of years ago the President’s Materials Pol- 
icy Commission took an official look at 1975 and came 
up with five sturdy volumes called Resources for 
Freedom. Among the Commission’s “expectations” are 
the following percentage growths, 1950 to 1975: 

Population and labor force 

Gross national product 

Gross private domestic investment 

Construction, total 

Demand for new producers’ durable equipment 

Demand for new consumers’ durables 

Number of dwelling units in use 

Demand for new appliances 

Demand for new automobiles and trucks 

Number of automobiles in use 

Number of trucks in use 

Demand for new railroad equipment 

Printing and publishing 

Fast-growing industries (aircrafts, plastics, etc.) 


As we look for comment on the long-range future we 
find all through the American business world a strong 
undercurrent of optimism. Clifford F. Hood, president 
of U. S. Steel Corporation, sees a fabulous new era for 
the American steel industry, if the profit system wins 
“the present war for survival.” The steel industry may 
be only in its infancy, judging from the possibilities 
seen in research and technology. 

The seasonal increase in business volume which 
occurs every spring has materialized to be sure, but 
not quite to the extent anticipated by sanguine ob- 
servers at the start of this year. 


A real upturn in business may not come until late in 
the fall, when the political picture clarifies. This assumes 
there will be no shooting war and no radical change in 
armament policy, but merely the realization of norma! 
building and construction plans now in the blueprint 
stage. 

(CONTINUED ON PAGE 128) 


BANKING 
= 
vd 
> 
33 


Much of the attention of Congress in the last weeks of the current session has been given to matters affecting, in one way or 

another, the national security—both external and internal. Above, Lt. Gen. Albert C. Wedemeyer (holding pointer) as he 

showed Ruszia’s territorial gains since 1939 to Senators Welker (left) and Jenner. The latter is chairman of the Senate 

Internal Security Subcommittee, before whom Gen. Wedemeyer testified that we should end diplomatic recognition of 
Russia and her satellites and institute a trade embargo against them 


T seems to be an age of vast im- 
ponderables always hovering in 
the background. In recent weeks, 

however, some of these imponder- 
ables, with their capacity to revolu- 
tionize the outlook for money and 
credit, the budget and the business 
outlook, were threatening to move 
much closer to the center of the 
national stage. 

One of these was whether the 
Government should undertake some 
action to stimulate the economy. 
The relative confidence of Adminis- 
tration officials about the business 
outlook seemed to suggest against 
such a course. 

Should the Eisenhower Adminis- 
tration decide, on the other hand, 
that business needs a bigger dose 
of Government spending and infla- 
tion, such a decision would have to 
be made fairly soon. Otherwise, 
Congress would not be around to 
legislate such a program. 
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LAWRENCE STAFFORD 


Second of the big imponderables 
is whether the United States should 
intervene militarily to avoid the de- 
feat of the French and Union forces 
battling the Reds in that area. 

Within the Federal Government 
the most serious dispute has been 
going on over the merits of this 
question, and the discussion has been 
largely a nonpartisan matter. One 
group of officials felt that, if the 
United States does not intervene, 
Indo-China would be lost to the 
Reds. This, they believed, would set 
off a chain of events whereby in 
time the entire Western World posi- 
tion in Asia would be lost. 

At the Capitol it is said that the 
President and some of his chief mili- 
tary advisers held the pro-interven- 
tion viewpoint. 

Another group within the Gov- 
ernment were as ardent against 
military intervention in Indo-China. 
They believed that it would not be 


possible to reach a military decision 
with the Reds in that area, that the 
jungles of Indo-China would consti- 
tute a vast swamp into which would 
be dissipated U. S. military and eco- 
nomic power, fighting not the ulti- 
mate enemy but satellites, while the 
Soviets reserved and built up their 
strength for an ultimate later blow. 

In general, most of Congress, 
some of the President’s Cabinet, and 
some military advisers held to the 
latter view. 

Even should the Government re- 
solve its internal dispute on this 
question, however, and cast the die 
for intervention, there remained in 
effect two other parties to the dis- 
pute. John Foster Dulles, the Secre- 
tary of State, conditioned interven- 
tion upon its being a cooperative 
or united action with allies. It was 
within the range of possibility that 
the allies the U. S. sought might, 
as it were, abandon the battlefield 
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Indo-China implications—Legislation on FRS, S&L branching, Treasury 
borrowing, credit unions, Postal Savings—Farmers Home Administra- 


tion—Small Business Administration—Housing Legislation 


to the enemy and in the end decline 
cooperation. 

Another party to the dispute was 
the potential Red enemy, who 
through conciliation had the power 
to dissipate the prospect of U. S. 
intervention or by truculence en- 
hance its possibility. 


Little War or Total War? 


What moves the Government would 
take respecting the economy would 
depend upon whether the prospect 
was for a limited war or total war 
or at least a danger of total war. 

International affairs move rapid- 
ly, and it may not be feasible to 
count upon U. S. military interven- 
tion being a limited business. On 
the other hand, the primary dis- 
cussion was in fact about a limited 
intervention. Initially, at least, the 
Administration had thought about 
sending aircraft carriers and Air 
Force bombing planes into action, 
and avoiding the use of the ground 
forces of the United States. 

There is a sharp contrast between 
the situation of the nation’s econ- 
omy now and at the time the Korean 
war began. This comparison sug- 
gests far less need for controlling 
the economy, if the Indo-China mili- 
tary endeavor develops and is billed 
as a limited operation. 


FR Powers Have Play 


The Federal Reserve is free from 
any responsibility for pegging the 
Government bond market, as such, 
and can fully utilize its conven- 
tional weapons of the discount rate, 
reserve requirements, and open mar- 
ket operations to stem any inflation- 
ary surge. 

Assuming a limited involvement 
in Indo-China, the Federal Reserve 
could probably, informed officials 
believe, act to stem the possible ex- 
pansion in bank credit that might 
result therefrom, dampening down 
untoward tendencies toward inven- 
tory accumulation and speculation. 

In other respects the economy 
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compares more favorably with the 
situation in June 1950, in particu- 
lar: 

(1) Stockpiles of critical and 
strategic raw materials are far 
greater. They are so great, in fact, 
that the Eisenhower Administration 
has been working on a plan to boost 
stockpile goals primarily for the 
purpose of making it possible to buy 
and hence support domestic critical 
materials against sagging prices. 

(2) One of the major strains on 
the economy during the Korean era 
was the program for boosting heav- 
ily the basic industrial capacity of 
the United States. This forced-draft 
industrial expansion program was 
specifically undertaken to prepare 
the United States for “all out” pro- 
duction in case of another national 
emergency. This capacity expansion 
program competed for raw mate- 
rials and labor against actual war 
production and the civilian economy. 
This program is now out of the 
way. 

(3) Defense production of the 
most modern weapons is now geared 
to actual use. 

So if the prospect were for a lim- 


ited involvement in Indo-China, sub- 
stantial elements in the Administra- 
tion and Congress would be likely 
to offer stubborn resistance to 
throwing the nation into consumer 
and real estate credit and price and 
wage controls by legislation this 
year, and before a sustaining in- 
flationary impact was demonstrated. 
Until the need for controls is 
clearly apparent to the public, poli- 
tics as such would suggest that the 
President be hesitant about invok- 
ing such controls, with their possi- 
bility of creating unwelcome eco- 
nomic distortions and shortages, and 
throwing another factor of doubt- 
ful political value into a prospec- 
tive election contest where the hold 
of the Administration’s political 
party upon Congress is in doubt. 


ODM Plans Controls 


This background situation must 
be borne in mind in connection with 
the reports that the controlled 
economy will be recommended to the 
President in the event of war in 
Indo-China. The Office of Defense 
Mobilization is, of course, planning 
such controls, for that is its func- 


The Atomic Energy Commission has been in the news with the Oppenheimer report, 
the dispute over its chairman’s authority, and its important statement to Congress 
urging that the United States assume the lead in peacetime atomic development. 
Commission members shown above are, clockwise around table from the left, 
Messrs. Murray, Zuckert, Campbell, and (near camera) Chairman Strauss 
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tion and it may be expected to 
recommend these to the White 
House. 

Tentative “mobilization day” 
plans for the detailed control of the 
prices of every industry, in fact of 
the economy as a whole, are being 
drafted within ODM, it is under- 
stood. 


If Total War, 
Then Controls 


On the other hand, if there is to- 
tal war in prospect, then sweeping 
controls would come. The same is 
probably true if the great mass of 
the public and the majority of Con- 
gress come to believe that total war 
is in prospect, even if the interven- 
tion should be represented as lim- 
ited. 

In such a case Congress would be 
asked to vote a simple resolution de- 
creeing a 90-day freeze of prices 
and wages (and probably rents). 
During this 3-month interval Con- 


gress would consider a full-scale 
price and wage control program. 

Simultaneously the Federal Re- 
serve Board probably would reinsti- 
tute consumer and real estate credit 
controls, under the terms of a White 
House Executive Order issued on the 
basis of the Trading with the Enemy 
Act. Meanwhile, a draft of a credit 
control law under specific legislative 
authority probably would be pre- 
sented to Congress. 


Avoid Boosting 
Military Allowances 


A great deal of open and covert 
pressure has been exerted to boost 
military appropriations for fiscal 
1955 beyond those already request- 
ed of Congress. This has been based 
upon the alleged necessity for ex- 
panding, especially, the ground and 
air forces against the possibility of 
armed intervention in Asia. 

That there would be such an ap- 
propriation boost short of a ‘major 


unexpected future international de. 
velopment” discounted by 
Treasury Secretary Humphrey in a 
speech. 


Demand for GAO Audit Will Fail 


Congressional leaders confidently 
predict that the proposal to require 
the General Accounting Office to 
make an audit annually of the Fed. 
eral Reserve banks, the Open Mar. 
ket Committee, and the Federal Re. 
serve Board will fail to come up for 
a vote in either House this year. 

This proposition was sponsored 
by Rep. Wright Patman (D., Tex.) 
and it was given a public hearing 
before the House Government Oper- 
ations Committee, rather than be- 
fore the House Banking Committee, 
which has jurisdiction over Fed- 
eral Reserve matters. 

Mr. Patman has long been de- 
manding a compulsory GAO audit 
of the Federal Reserve System, but 
has failed to impress his colleagues 


“Sound Money” v. “Full Employment’: A British View 


Britain, too, has been struggling with these sometimes 
conflicting economic and social aims, and a British observer 


sounds cautious note. 


HERBERT BRATTER 


E have been reading How Money 

Is Managed: the Ends and 
Means of Monetary Policy, by Dr. 
Paul Einzig, London’s, and _ the 
world’s, most prolific financial au- 
thor. This 368-page pocket-size book 
published at 2/6 by Penguin Books, 
Ltd., Harmondsworth, Middlesex, 
England, is not only easy to read, 
but very timely. It arrives when the 
“full employment” spokesmen here 
have been raising a hue and cry 
against the Treasury’s ‘‘sound 
money” policy. The book records and 
examines what the world has been 
doing in the field of monetary policy 
during the past generation. 

Like many Americans today, this 
British expert recognizes the possible 
conflict between the major social and 
economic aims of currency manage- 
ment. This issue, it will be recalled, 
was raised during the Patman Sub- 
committee hearings in 1952, when 
Senator Paul Douglas pressed Sec- 


retary of the Treasury Snyder to 
say which course he would choose, 
should achievement of the objectives 
of the Employment Act of 1946 con- 
flict with the Treasury goal of a 
stable dollar. It has been raised 
forcefully in the present Congress, 
since the launching of the self- 
styled Democratic easy-money “cru- 
sade” in May 1953. Mr. Snyder’s 
answer in 1952 was: “I believe that 
the [‘maximum employment’] dec- 
laration would have been better if 
it had made reference to the main- 
tenance of general price stability as 
a complementary goal of economic 
policy.” 

The Eisenhower Administration 
has been accused by political op- 
ponents of desiring “a return to 
hard times,” i.e., a surplus of work- 
ers vis-a-vis jobs. Dr. Einzig notes 
that, while there are those who pre- 
fer a high level of employment to 
“full employment,” others favor a 
state of affairs in which the unfilled 
jobs far exceeds the number of those 


seeking employment. Such a condi- 
tion he calls “over-full employment,” 
which—he adds—is distinctly infla- 
tionary. “To avoid sliding into non- 
stop inflation through the operation 
of the wage spiral, monetary policy 
would have to aim at a prevention 
of over-full employment.” 

From the vantagepoint of one who 
has observed the full-employment 
policies of the British Socialist Gov- 
ernment, Dr. Einzig notes that in the 
same country over-full employment 
can exist concurrently with local un- 
employment. Workers out of jobs 
refuse to move into other work, re- 
lying rather on the “full employ- 
ment” authorities to restore their 
jobs, “even in industries which have 
become largely redundant.” While 
elsewhere in Britain workers were 
unemployed in 1952, the engineering 
and shipbuilding industries had to 
lose foreign orders for shortage of 
manpower. So Dr. Einzig cautions: 

“What was said above is not in- 
tended to make out a case against a 
monetary policy aiming at full em- 
ployment. Nobody who remembers 
the experience of the thirties can 
object to the principle of that policy. 
But it is necessary to realize the 
need for a more elastic application 
of that principle, in order to avoid 
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on the Banking Committee with the 
importance of considering such a 
proposal. 

This came up for consideration in 
the Government Operations Com- 
mittee under peculiar political cir- 
cumstances. Certain key opponents 
of the Administration figured this 
hearing could become the vehicle 
for an attack upon the so-called 
“banker Administration,” while cer- 
tain members of the majority party 
were engaged in a dispute among 
themselves over various unrelated 
matters. 

A concert of the Democrats and 
dissatisfied Republicans made the 
hearing possible. 

In the process, Chairman William 
McC. Martin explained that the 
Board itself was audited annually 
by an outside firm, and that the 
Board carefully audited the Federal 
Reserve banks. It was also brought 
out that the General Accounting 
Office was not interested in acquir- 


its inflationary effects and to obviate 
the bolstering up of unsound indus- 
trial positions to the detriment of 
the national economy.” 

Rising prices due to full-employ- 
ment policies tend to cause loss of 
home and foreign markets and to 
have adverse international repercus- 
sions, which Dr. Einzig outlines in 
some detail. Warning “uncritical 
enthusiasts of the full-employment 
policy” who are ready to risk non- 
stop inflation that “there is indeed 
a great danger in the new dog- 
matism,” he asks them to make up 
their minds how much inflation they 
are willing to accept as its price of 
full and over-full employment. The 
danger was recognized, he says, in 
the American “Employment Act of 
1946” when it advocated using “all 
practical means consistent with its 
needs and obligations and other es- 
sential considerations of national 
policy.” 

“".. It would be clearly going too 
far to lay down as an absolute prin- 
ciple that for the sake of full em- 
ployment all other ends must be 
sacrificed in all circumstances,” Dr. 
Einzig states. “Situations may arise 
in which moderate increases in un- 
employment, regrettable as they are, 
have to be considered as a lesser 
evil than a runaway inflation or a 
complete depletion of the gold re- 
serve.” Moreover, as British experi- 
ence under Chancellor of the Ex- 
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ing the authority to audit the Fed- 
eral Reserve System. 


S&L Branching Up to House 


Whether Congress would finally 
act to restrict the authority of the 
Home Loan Bank Board to charter 
branches of Federal savings and 
loan associations is a question 
which has been put to the House. 

After a debate, the Senate passed 
a bill whose effect would be, if it 
were enacted into law, to require 
that the Board, in granting branch- 
ing privileges to Federal savings 
and loans, should not grant them on 
a more liberal basis than state au- 
thorities permit either branches of 
state-chartered building and loan 
associations or mutual savings 
banks. 

Senator Paul H. Douglas (D. IIl.) 
led the fight on the Senate floor to 
maintain the broadest branching 
privileges for the federally char- 
tered building associations. One 


chequer Cripps showed, not even a 
balanced budget can stop inflation 
when, for social purposes, consumer 
purchasing power is supported 
through rising wages and continuous 
official intervention in the market to 
support Government securities, Dr. 
Einzig reports. 

Discussing Treasury operations, 
Dr. Einzig finds that all modern 
treasuries not only manage the pub- 
lic finances but have a major role in 
national economic policy. “Today 
treasuries are responsible for the 
economic stability and prosperity of 
their countries. They have to think 
twice before embarking on a policy 
which, while it assists them in keep- 
ing down the cost of the public debt, 
increases their difficulty in perform- 
ing their broader economic functions 
satisfactorily .. .” 

Moreover, “an abnormally low 
yield on Government issues tends to 
divert funds toward investment in 
private securities, and... systematic 
support of the market in Govern- 
ment securities on a large scale pro- 
duces an inflationary effect on the 
level of prices of private securities 
owing to the increase in the volume 
of funds available for investment. 

“Sooner or later the public is 
bound to learn, at its cost, the need 
for some self-restraint in the use 
of credit expansion even for socially 
useful and economically productive 
purposes.” 


amendment he proposed would, in 
general, have permitted branches on 
the same basis as the tentative regu- 
lation proposed last winter by the 
HLBB itself. This regulation count- 
ed affiliate, holding company, and 
chain banks in computing the for- 
mula within any particular state 
under which federally-chartered as- 
sociations would be _ permitted 
branches. 

This amendment was defeated 58 
to 14. Subsequently Senator Doug- 
las offered an amendment somewhat 
along the lines of that discussed 
earlier in the spring by the chair- 
man of the Banking subcommittee 
which handled this legislation, Sen- 
ator Prescott Bush (R. Conn). This 
amendment would have counted 
commercial banks with savings de- 
partments in the formula, along 
with state-chartered building asso- 
ciations and mutual savings banks, 
in determining the outer confines 
of Federal association branching 
privileges. This was defeated by a 
smaller margin, or 39 votes “for” 
to 31 “against.” 


Direct Borrowing, 
Note Bills Progress 


Although final action had not 
been taken at this writing, there 
were two bills whose prospects for 
passage this year were excellent. 

The first of these was the exten- 
sion for two years, until June 30, 
1956, of the authority of the Trea- 
sury to borrow direct from the Fed- 
eral Reserve banks a maximum of 
$5-billion for the purpose of avoid- 
ing strains around tax payment 
times. 

“The purpose of this direct bor- 
rowing authority is to help the 
Treasury and the Federal Reserve 
System to work together in mini- 
mizing the disturbing effects upon 
the economy of short-run peaks in 
Treasury cash receipts and dis- 
bursements, particularly around the 
time of quarterly income tax pay- 
ments,” it was explained by W. Ran- 
dolph Burgess, Deputy to the Sec- 
retary of the Treasury. Sound finan- 
cial management requires, he point- 
ed out, that these occasionally tre- 
mendous flows of funds be handled 
as smoothly as possible. 

This direct borrowing authority 
is used infrequently, and then only 
for short periods, Dr. Burgess 
stated, giving out a detailed rec- 
ord, day by day, of the use of this 

(CONTINUED ON PAGE 96) 
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‘Now To Get Away From It All 


Dear Diary: This year we're going to have a real vaca- 
tion . . . no staying at some resort where the bank 
can call George every day and send him "important 
papers” he should check . . . no, sir, we're going tour- 
ing! 


> 
"Old pal" insisted we just had to pop in on the State 


Convention . . . after all, it probably wouldn't use up 
all of the next day ... but it did.... 
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We managed to get out of the state the first morning 
. . . but that afternoon George spotted the office of 
an old pal he hadn't seen since the last convention ... 
just had to say hello . . . took him all afternoon. . .. 


Goodbye, bankers . . . hello, industrialists! We made 
the ef mistake of passing a factory-account where 
George knew the president . . . we couldn't refuse to 
take a four-hour tour of the place... . 
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Next day .. . looked at a cow... George looked at 
a billion-acre dairy farm whose owner has an account 
with George's bank . . . couldn't pass by a good cus- 
tomer. ... 


GUESS WHY OUR 
LOANS ARE BEST? 


Four days and five clients later . . . spied an inter- 
esting billboard . . . just had to drop in and find out 
how the ad pulled . .. after all, we had to retrace our 
route only 20 miles back to the bank. . .. 
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By DICK ERICSON 


Then we saw a forest ... affer it had been cut into 
building materials! After all, this outfit is in a good 
position to push some wonderful mortgages George's 
way ... and what's a few hours out of a long vaca- 
tion. . 


"Whaddya mean, visit Aunt Tessie, | thought you 
wanted a real vacation? Don't you know Aunt Tessie's 
house will take us eight miles out of our way?" 
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TWO DECADES OF BANK PROFITS 


man H. E. Cook of the Federal 

Deposit Insurance Corporation 
noted that, in 1953, “retained profits 
continued to be the principal source 
of additions to bank capital.” This 
statement makes clear the import- 
ance of profits to the banking in- 
dustry. Capital is the lifeblood of 
a vigorous privately chartered bank- 
ing system that is able and willing 
to serve a dynamic and growing 
economy. 


r a recent press release, Chair- 


Tue record of banking profits is 
a reflection of growth in the economy. 
To help place the picture in perspec- 


Millions of $ 
6000 


tive, the Research Council of the 
American Bankers Association has 
prepared the two charts below show- 
ing the sources and disposition of 
income over the past two decades, 
as revealed by the reports of all in- 
sured commercial banks since the 
Federal Deposit Insurance Corpora- 
tion began operations. 

Total current operating earnings 
and net profits set new records in 
1953. Operating earnings reached 
$5.6-billion and net profits passed 
the $1-billion mark for the first time. 
But these totals reflect the fact that 
banking in 1953 was—in dollar terms 
-—a much bigger business than it 


SOURCES OF INCOME 


1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944 


* Service charges included with ‘‘other” operating earnings prior to 1941. 
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was five, 10, or 20 years earlier, 
Like other lines of business—steel, 
automobiles, retail trade, electric 
power, and many more—the volume 
of operations conducted by banking 
has responded to economic growth 
and also has reflected a higher price 
level. 


Sometimes the total amount of 
net profits is used erroneously as a 
measure of the health of bank profits, 
In 1953, insured commercial banks 
earned $1,026,000,000 after taxes. 
This compares, for example, with 
$638,000,000 in 1943. But, in 1953, 
stockholders had an investment of 
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Sources and Disposition of Income of Insured Commercial Banks, 1934-1953, Compiled 
by the Research Council, American Bankers Association, from FDIC Annual Reports 
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$12.{-billion in their institutions, as 
against only $7.2-billion in 1943; 
profits were only 7.93% on their 
investment in 1953, compared with 
8.80°% a decade earlier. 


Tuere also has been some miscon- 
eeption that, because banks recently 
have had unprecedented loan demand 
at rates higher than prevailed a few 
years ago, this has meant “fantastic” 
profits, even in dollar terms. The 
record of 1953 belies that view. Op- 
erating earnings from interest on 
loans and investments, service 
charges, and other sources reached 
a new record of $5,484,000,000. This 


Millions of $ 
6000 


Profits Added 
t0 Capital 


Dividends Paid 
to Stockholders 


Income Taxes 


Losses and Charge-offs 


was a gain of $552,000,000 over 1952. 

But let us see what happened to 
this $552,000,000 rise in banking’s 
“sales” or “revenues.”’ We find that 
$347,000,000 was absorbed in oper- 
ating expenses—salaries, interest, 
and other costs of doing business; 
another $91,000,000 was taken by 
income taxes; and something had to 
be set aside for the losses that the 
banker can expect in his lending 
operations. The final result was that 
only $36,000,000, or only 6.5% of 
the gain in operating earnings, was 
carried down to net profits. 

This has been typical of the bank 
profit picture in the postwar period. 


DISPOSITION OF INCOME 


and Additions to Reserves 


Current : 
Operating Expenses 


The rebirth of private credit demand 
has enlarged bank “revenues,” but 
almost all of the gain has been ab- 
sorbed by expenses, income taxes, 
and provision for losses. In fact, in 
1951 operating expenses alone—the 
cold cost of doing business—ex- 
ceeded the income level attained in 
every year prior to 1948. 


Finatty, the Federal Deposit In- 
surance Corporation reports that, in 
1953, stockholders were paid 3.66% 
in dividends on the current book 
value of their investment in commer- 
cial banks. This compares with 
3.60% in 1952, and 3.22% in 1943. 


* Ir 
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1934 expenses, losses and dividends exceeded income, causing a $528,000,000 reduction in capital. 
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MONTH 


FROM CRISIS TO CRISIS—France’s 
President Coty (shown at right review- 
ing an honor guard) had more to con- 
tend with than rain—and no suitable 
umbrella. Another cabinet crisis in his 
crisis-addicted country, coming in the 
midst of Geneva talks with the Reds on 
Indo-China, did the Western Powers no 
good. It was the Indo-China set-back that 
brought on the crisis, just as it caused 
a good deal of soul searching and crystal 
gazing in high circles in Washington 


NONAGRESSION—AFL President George Meany 
(below, left) and CIO President Walter Reuther, 
ostensibly representing 94 unions and 10,000,000 
workers, look over an agreement that will prevent 
“raiding” and may be a step to AFL-CIO merger 


UNITED PRESS 


ON KREMLIN ORDERS—Red-led stu- 
dent riots left dead and wounded on the 
streets of Bogota, Colombia. While 
troubles in other Latin American coun- 
tries followed a different pattern, there 
was more than one hint of Malenkoy 
meddling. A general strike was called 
in Mexico, due to economic discontent 
following peso devaluation. A move was 
made to impeach Brazil’s president. 
Anti-U.S. feeling became intensified in 
Guatemala after the arrival there of 
Red armament. An “anti-Communist” 
drive was started by Argentina’s presi- 
dent. Some of Guatemala’s neighbors 
showed signs of jitters 


EYES ON ASIA—Military representa- 

tives (below right) of the U. S., Britain, 

France, Australia, and New Zealand com- 

pleted a conference in Washington 

LI where they discussed joint strategy for 

UNITED PRESS meeting communist agression in South- 

east Asia. Left to right: New Zealand’s Gen. Gentry, Britain’s Field. 

Marshal Harding, Australia’s Gen. Rowell, France’s Gen, Valuy, and 

U. S. Admiral Carney, chairman. Strict secrecy covered the delibera- 

tions and conclusions of the conference. NEXT, the Eisenhower- 
Churchill-Eden Conference in Washington 
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The Rapid Growth of Credit Unions 


HY all this new interest in 
W erat unions within the last 

year or two? We have had 
credit unions for 45 years. As a mat- 
ter of fact, the first charter was 
granted by the State of Massachu- 
setts to Edward Filene in 1909. He 
was a great believer in credit unions, 
and he brought the idea over from 
Germany where he saw remedial 
Ican societies work. He thought it 
would be a fine thing over here. He 
became a very wealthy man, and he 
contributed much of his wealth to 
such unions; but, out of the 45 years 
that they have been in business, so 
to speak, for 28 years they got no- 
where. In other words, in 1937 the 
loans outstanding were less than 
$300,000,000 in this country, and 
that was divided among approxi- 
mately 5,000 credit unions. 


6 Years of Growth 


In the past half dozen years, the 
number has increased to between 
12,000 and 15,000, and loans had 
jumped from less than $300,000,000 
to $1,300,000,000 in 1952. Why this 


sudden growth within those years? 
Credit unions had been under FDIC 
supervision for six years up to 1948. 
In those six years, FDIC had accu- 
mulated a substantial deficit—large- 
ly the result of the cost of examining 
and administering the credit unions. 
During that period these organiza- 
tions paid only a nominal examina- 
tion fee. 

The FDIC said, “We insist, num- 
ber one, on a proper examination; 
and, number two, that you pay for 
it,” which the credit unions were not 
inclined to do. Consequently, the 
people who were responsible for the 
growth and development of credic 
unions went to those in authority in 
Washington and said, “We owe this 
high debt, and if we stay under 
FDIC we have to pay it. Can’t you 
find another spot where we can take 
this credit union authority?” 

So they are now in the Depart- 
ment of Health, Education and Wel- 
fare, with a budget, and no respon- 
sibility up to this time for paying 
the deficit. As a matter of fact, the 
debt that was owed to FDIC at the 
end of the six-year term of super- 
vision was eventually taken care 
of by the U. S. Treasury. 
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WALTER B. FRENCH 


Deputy Manager, 
American Bankers Association 


There is one thing about credit 
unions that we have to remember. 
A charter is almost automatic. That 
is true with most state and Federal 
charters, for it takes just seven peo- 
ple to sign a simple document and 
subscribe, at the most, $500, and the 
charter is granted. 

There have been some changes in 
credit union philosophy over the 
years. The original intent of credit 
unions was to operate within private 
groups like a factory, a church, or 
a lodge. That territory has now been 
extended to take in labor unions, 
which covers a wide area. Also, they 
may now operate in the same gen- 
eral small community. That has been 
interpreted in New York City to 
mean the Murray Hill section of 
Manhattan. That is a “small com- 
munity.” In some instances, their 
operations are quite similar to those 
of banks. An application for a loan 
is quite as easy to obtain as it would 
be from a bank. There is not much 
question about membership, a mat- 
ter that is handled in a very simple 
manner. 

Credit unions vary in size from 
just a few thousand dollars to sums 
well over $10,000,000. 

As we pointed out, something has 
happened in the past half dozen 
years, because that is the time of 
the major part of the credit unions’ 
growth, and that, incidentally, is 
the time they have been under the 
jurisdiction of the Department of 
Health, Education and Welfare, or 
its predecessor, the Federal Security 
Agency. 


Commissioners’ View 


State banking commissioners are 
not overly enthusiastic about credit 
union development. In the great ma- 
jority of cases the commissioners 
have tried to make adequate exam- 
inations. However, if the examina- 
tion is too severe and the credit 
union cannot get a state charter, it 
goes after a Federal charter. 

In order for abuses to be cor- 
rected, it must be insisted that, 


whether a credit union is state or 
Federal, it must be properly super- 
vised. There is plenty of indication 
that these organizations are operat- 
ing far more widely than they were 
intended to. 

Furthermore, the supervisory au- 
thority must insist that it have ade- 
quate security, surety bonds, and so 
forth. In one case, where there was 
mismanagement of some $38,000 
with a bond of only $25,000, the dif- 
ference was made up by the plant 
where the credit union operated, on 
the theory that the plant had en- 
couraged the development of the 
credit union and had had something 
to do with designating the individual 
to manage it. Consequently the man- 
agement took a loss of $13,000. 


Their Subsidy 


The largest subsidy that credit 
unions enjoy at this time comes 
from business. In many cases they 
get their rent, and the services of 
employees who are company-paid. 
There appears to be an educational 
job necessary which will explain to 
big business that the development 
of this type of lender is introducing 
a form of socialized banking. 

In a bill that was presented by 
Senator Sparkman early this year 
he would set up a modified Federal 
Reserve System for credit unions. 
Eligible for membership in this 
modified system would be both Fed- 
eral and state-chartered institutions. 
There would be a very modest fee, 
and money would be made available 
by the Government, to begin with, 
at very low rates of interest. The 
whole idea is to expand the system. 

The idea that Senator Sparkman 
expressed when he introduced the 
bill was that this was to bring about 
a system of banking for the small 
man, the small businessman. Of 
course, that has a great deal of po- 
litical appeal. 

This movement must be watched 
carefully. There are those in Wash- 
ington who say not to worry about 
the Sparkman bill because it is go- 
ing to get nowhere. But there are 
now operating in Washington vari- 
ous agencies of which it was said, 
when they were first envisioned, that 
they would get nowhere. That may 
be the case with this legislation. 


43 


stu- 
on the 
While 
coun- 
there 
enkoy 
called 
enta- 
itain, & 
com- 
gton 
y for 
puth- 
ield. 
and 
bera- 
ywer- 
TING 

G 


How Banks Give 


This survey of bank policy on contributions to charities and fund campaigns was made 

possible by the generous cooperation of bankers in many states. BANKING asked them: 

“If you have a policy, please tell us briefly what it is and how it’s administered. If you 

don’t have a policy, how do you handle the problem?” It turned out that most of the 
banks had definite procedures which are reported herewith 


that provided information for 

BANKING’S contributions sur- 
vey make their donations in one of 
these ways: 

Amounts and allocations are de- 
termined by a group—the board of 
directors, the executive or admin- 
istrative committee, a contributions 
committee of the staff (a popular 
method), or by the stockholders at 
the annual meeting. 

In some cases the philanthropy 
fund is included in the budget, per- 
haps the public relations account. 

Donations are decided by an in- 
dividual—the president or other 
officer. 

Solicitations are referred to the 
clearing house which decides what 
organizations will get how much, 
and then prorates the amounts 
among the member banks on a de- 
posits basis. Often this method does 
not preclude other giving by the 
individual banks. 

There are, of course, many varia- 
tions in these procedures. But all 
the systems reported to BANKING 
are based on the banks’ desire, as 
one executive put it, to give their 
“fair share to all worthy causes.” 

The best way to report the sur- 
vey’s results is to let the bankers 
speak for themselves—and that’s 
just what they do. 


te ENERALLY speaking, the banks 


Twenty Questions 


One bank’s decisions on whether 
to give or not to give—and how 
much—are based on careful analysis 
of the answers to these questions: 

What are the purposes of the or- 
ganization and who operates it? Is 
the administrative board paid? How 
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does it spend the money? Do its 
actions measurably overlap those of 
other organizations? If so, what 
do we contribute to those others? 
Would there be any direct benefit 
te the bank, its employees, owners 
or depositors, to the local community 
or to a local organization? If the 
benefits are indirect, how do they 
come about? Is the bank providing 
benefits direct (e.g., to its em- 
ployees) of the type provided by 
the soliciting organization? Are 
benefits restricted to any class, race 
or sect? Do other local banks give 
to this? Could the bank suffer ad- 
verse consequences by not giving or 
by giving (propaganda organiza- 
tions)? Are contributions deduct- 
ible for tax purposes? Are commis- 
sions or other considerations paid 
to contribution solicitors? Is this 
the type of enterprise to which a 
bank should give, or should some- 
one else finance it? How much (if 
any) should be given? Should this 
amount be given each year? 


Directors Set Policy 


The policy established by the di- 
rectors of a big metropolitan bank 
limits corporate contributions to 
three organizations, one of them 
local. 

“It is the board’s feeling,” says 
our reporter at this bank, “that the 
stockholders should have the priv- 
ilege of individual selection on all 
other disbursements of this nature. 
In replying to appeals from other 
organizations devoted to a variety 
of causes, the bank’s position is 
that no exceptions are to be made 
to established policy. We are ap- 
proached so frequently by good 


friends for support of charitable en- 
deavors, whose worthiness is un- 
questioned, that it seems impossible 
to grant some of them without seem- 
ing to discriminate against others. 
Thus the firm policy on corporate 
contributions to charities. 

“Of course, contributions by in- 
dividuals is another matter. A wide 
variety of appeals is circulated 
through the employees’ club, and our 
officers serve prominently in several 
fund-raising activities. Individuals 
are free to donate at their own dis- 
cretion.” 


A Payroll Deduction Plan 


A large bank has a “Community 
Services Fund” to which all em- 
ployees contribute on a payroll de- 
duction plan. Most of the money 
goes to three charities; the balance 
is distributed by an employee com- 
mittee which each year selects the 
charities to receive the money. 

In addition, principal charities get 
direct contributions from the bank. 
The amounts are determined by the 
president and the board of directors. 
No solicitation of the staff is per- 
mitted. 


Program Contributions 


A bank that makes most of its 
contributions to the Red Cross and 
Community Chest (on approval of 
the board) says: 

“Of course we are asked for con- 
tributions in the form of advertise- 
ments in program booklets and year 
books. In connection with these 
requests it is our general policy to 
turn them down with the explanation 
that it is impossible to contribute 
to every good cause, and we don’t 
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feel it’s right to give to some and 
not to others. 

“This solicitation of ads for once- 
a-year program is becoming serious. 
It seems as though everyone who 
banks with you has some pet pro- 
gram, and they make every effort to 
obtain a donation in the form of 
an ad.” 


A Fiexible Policy 


A New England bank reports that 
it gives regular amounts voted by 
the board, to such organizations as 
the Community Chest, Red Cross, 
and the city Christmas lighting fund. 
It has contributed varying amounts 
te college and school building funds, 
and generally gives to any commun- 
ity endeavor for a special occasion. 

“In this way, we feel that we 
can use our own discretion and, 
at the same time, see that the com- 
munity as a whole benefits from our 
various contributions. 


Prefers Local Causes 


“We try to confine contributions 
as much as possible to local insti- 
tutions and fund campaigns whose 
services are more or less for the 
benefit of the whole community 
rather than special projects,” writes 
the president of an eastern bank. 

“The amount of the contributions 
is governed by the amount being 
sought in the campaign and the 
judgment of our directors as to our 
proportionate share. As far as pos- 
sible, our total charitable contribu- 
tions are kept within the limit of 
allowable deductions for income tax 
purposes based upon our estimated 
income for the current year.” 

In a state where only in recent 
years have savings banks been per- 
mitted to make contributions (1% 
of net income), one mutual’s direc- 
tors have taken the position that 
giving should be limited to local 
community projects. This excludes 
gifts to any of the national health 
drives, with the exception of a token 
amount to the Red Cross which op- 
erates and staffs a local office. 


“Our Fair Share" 


A bank whose policy on contribu- 
tions has been “broad and general” 
states it as follows: “To contribute 
at least our fair share to all worthy 
causes and efforts for the welfare 
of the people or communities of the 


State or the nation. In the past 
month we have set up for the first 
time a formal committee on contri- 


July 1954 


butions, and it would seem probable 
that the above policy would be fur- 
ther defined and elaborated. 

“Meanwhile, there are many prob- 
lems involved in the administration 
of such a policy, and we have faced 
each of these as realistically and 
as fairly as possible. For example, 
on the question of what is ‘our fair 
share’ (where there is a clearing 
house there is usually a general un- 
derstanding as to how large a por- 
tion of any fund will be contributed 
by all the banks in the clearing 
house) it is usually a percentage, 
such as 3% or not over 5%. Then 
that amount is apportioned among 
the several banks. 

“But there are many cases in 
which we have a special relation- 
ship, historical or otherwise, to the 
cause, not necessarily shared by the 
other banks; or one of the other 
banks may have that special rela- 
tionship, not shared by us. In those 
cases, our contribution may be out 
ef proportion to the others.” 


The Committee Method 


A midwestern bank has a contri- 
butions committee of five officers. 
All requests for funds are referred 
to the secretary, who investigates 
each. Donations must be approved 
by the committee, and any in excess 
of $2,000 must be okayed by the 
bank’s executive committee. The 
secretary keeps a complete index 
and reference files on items that 
come to the committee’s attention. 
Consideration is given only to writ- 
ten requests. 

“A lot of thought is being given 
to this problem,” says the bank, 
“and we will be interested in any 
information that may appear in 
BANKING.” 

In.a southern bank with branches 
all requests for contributions must 
be approved by the administrative 
committee. The amount to be do- 
nated is based upon the recommenda- 
tion of the officers in the city where 
the gift is to be made. 

“Our policy is to support every 
community enterprise and civic ef- 
fort in the area we serve. We don’t 
purchase advertising in the pro- 
grams of civic ventures, but we do 
make direct contributions to the 
sponsoring groups.” 

Appeals for contributions are re- 
ferred by another midwestern bank 
to a central committee headed by 
the auditor. In dealing with fringe 
cases the bank tries to follow a 


course of action “which combines 
the best interests of the bank 
and community with a practicable 
amount of expediency and hand to 
mouth improvisation.” 

The contributions committee of 
one bank screens all requests, and 
presents recommendations to the 
bank’s operating committee for final 
approval. 

There’s no written policy, but in 
general this bank endeavors to con- 
tribute “a fair share to worthy local 
organizations that provide health, 
welfare, educational or civic ser- 
vices.”” Non-local contributions are 
very limited—5% to 10% of the 
total. 

The bank does not have a budget 
for donatio.s, but there are some 
relatively fixed commitments. “We 
do not contribute to any political or 
religious organizations and we do 
not respond to form letter appeals. 
We scrutinize ‘American Way’ or- 
ganizations very carefully.” 


"Reasonable Financial Assistance" 


“For several years it has been 
the rather unanimous opinion of our 
directors as well as of management, 
that a bank, being an essential! part 
of the community, has a responsi- 
bility to provide reasonable financial 
assistance to its local charities, fund 
campaigns, etc,” reports one bank. 

“Annually for the past several 
years our board has authorized 
$5,000 as a permanent allocation 
against which certain executives are 
permitted to make contributions to 
community fund campaigns and 
other worthwhile endeavors. If 
something special comes up, like a 
hospital drive, it is submitted to 
the directors. Their policy has been 
to provide reasonably generous sup- 
port for these and similar purposes. 

“We don’t have a definite formula 
for arriving at a specific amount to 
contribute. However, our per capita 
giving as compared with other giv- 
ing in our city ranks us well around 
the top.” 


A Percentage of Earnings 


An eastern bank with branches 
sets up an annual budget—approxi- 
mately 1% of net earnings. 

“This is broken down to offices in 
accordance with their deposit to- 
tals,” the bank reports. “Each office 
total, in turn, is set up in four divi- 
sions: (1) For national campaigns 
such as Red Cross, Cancer, etc.; 

(CONTINUED ON PAGE 114) 
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Where the FHA 
Seems Heading 


MILES L. COLEAN 


Mr. COLEAN is a nationally known 
authority on housing and a consult- 
ant to both Government and private 
agencies. In BANKING last February 
he wrote on “U. 8. Housing Groups 
Recommendations,” and in April on 
“Toward More Government in Hous- 
ing.” 


N June 3, with only two re- 
QO corded dissents, the Senate 

passed amendments to the 
National Housing Act which, if 
finally accepted by both chambers 
of the Congress, would seriously im- 
pair, if not destroy, the effectiveness 
of the Federal Housing Administra- 
tion as a force in the market. 

This was a strange outcome for 
an Administration housing bill, 
launched months ago, after full con- 
sideration by a committee composed 
mainly of financial and building ex- 
perts, in which FHA was the key 
factor in a program under which pri- 
vate initiative and private finance 
were to be given the fullest possible 
encouragement in expanding and 
improving the nation’s supply of 
housing. 

These are the principal crippling 
features added by the Senate: 

(1) A stiff (20%) co-insurance 
feature for insured repair and mod- 
ernization loans, which will appear 
to many lenders to shift so much of 
the risk from the pool to the individ- 
ual lender as to reduce materially 
the desirability of the insurance and, 
hence, the use of the system. 

(2) A form of builder’s warranty 
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The tendency is to forget the original role of this 


“practicable Government-business relationship” 


on houses financed with insured 
mortgages, so rigid in its perform- 
ance requirement and so exacting in 
its requirement for records as to 
make operations under it unsafe and 
impracticable for the builder, espe- 
cially the small builder. 

(3) A general requirement for the 
keeping of detail cost records and for 
full disclosure of costs by builders, 
and requirements for renegotiating 
the amount of insured mortgages on 
rental property and the setting of 
rents on the basis of actual cost as 
certified by the builder, all of which 
are completely foreign to conven- 
tional lending practices and much of 
which defies market considerations 
as well. These impositions would se- 
riously retard all FHA activity and 
probably would bring an end to ap- 
plications for insurance and loans on 
rental property. 


How It Came About 


‘How did these things happen? 
How was it that one of the few New 
Deal agencies that had broad busi- 
ness support, and one well suited to a 
practicable Government-business re- 
lationship under a supposedly busi- 
ness-minded administration, was 
threatened with so thorough a ham- 
stringing? ; 

Partly, the result was due to the 
excitement created in the Senate 
Banking and Currency Committee by 
the sudden disclosure of alleged seri- 
ous irregularities in connection with 
certain FHA programs in the very 
midst of the committee’s final delib- 
erations on the housing bill, which up 
to that time had had fairly clear 
sailing. 


Why the Administration picked 
that particular, and obviously inop- 
portune, time to make an issue of 
conditions that had been widely 
known, which had been reviewed and 
commented on by the President’s 
Advisory Committee on Housing Pol- 
icies and Programs, and which were 
either matters several years old or 
were understood to be in the course 
of correction, is a question that prob- 
ably never will be fully compre- 
hended. Suffice it to say that it 
probably wasn’t planned that way. 
But after it had happened, a strong 
Congressional reaction, as reflected 
in the Senate bill, was certain. 

In addition to the shock effect 
of the Administration’s revelations, 
however, there is a further reason 
for the direction taken in the Senate 
bill. This is the fact that the original 
purpose and scope of FHA was lost 
sight of or, indeed, was no longer 
understood by either the Adminis- 
tration or the Congress. 

It will be recalled that FHA was 
created before the swing to the wel- 
fare state had got well under way. It 
was designed solely to be an instru- 
ment for facilitating the operation of 
the private residential credit market 
by providing for a pooling of risk 
through loan insurance paid for by 
the participants in the system. In 
short, its purpose was to help people 
get money for the acquisition and 
maintenance of houses. 

At its inception, FHA assumed no 
broader role than this. While the 
property standards and underwriting 
practices it established for the pur- 
pose of reducing loan risk did also 


serve to benefit borrowers, FHA un- 
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dertook no paternal responsibility to 
protect borrowers in their dealings 
with builders or lenders any more 
than they had previously been pro- 
tected by the laws governing the 
market. It did not undertake, by 
special incentives, to guide the mar- 
ket into areas of demand officially 
considered to be preferable for one 
reason or another. Nor, it may 
be said, did FHA expect to assume 
all the lender’s responsibility for 
scrutinizing and appraising the 
loans submitted for insurance. Loan 
and building transactions were ex- 
pected to be conducted as they 
always had been in a market 
dominated by private decision and 
liability. 

As the combined result of public 
misunderstanding of the true scope 
of the agency, lenders’ willingness to 
shift work and responsibility to the 
agency, administrative drift toward 
expansion of function, and Congres- 
sional insistence on the carrying out 
of social and political purposes that 
often were in violation of market 
principles, FHA fairly rapidly be- 
came something it was not designed 
to be. 

Its terms came to be set, and the 
liberality of its insurance benefits 
came to be determined, not on the 
basis of the risks involved but on 
the assumed necessity for increasing 
building as a contra-cyclical mea- 
sure, or for guiding production to 
serve this or that class of people con- 
sidered particularly worthy of help, 
or to support this or that experiment 
in methods of building or financing. 
The insured mortgage interest rate 
came to be something that Govern- 
ment set on the basis of what Gov- 
ernment thought it ought to be and 
then something that Government felt 
obliged to maintain by various forms 
of direct and indirect lending. 


Normal Care Relaxed 


‘In the course of this transforma- 
tion, the disciplines of the market 
were weakened. Borrowers, in the 
belief that an all-wise Government 
was watching every aspect of the 
transaction, often abandoned normal 
circumspection where FHA-insured 
loans were involved. Lenders, often 
finding it difficult to understand the 
Government’s basis for doing busi- 
hess, relaxed their own underwriting 
and, instead of offering carefully ap- 
praised loans for insurance, offered 
builders’ estimates in lieu of their 
(CONTINUED ON PAGE 116) 
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Vocabulary Increases Influence 


By DONALD A, LAIRD and DICK ERICSON 


ry you think you would have more influence over people if they 
always understood what you were trying to tell thex:” 

In this experiment 88 men spent an entire day discussing prob- 
lems of leadership and group efficiency. There were nine to 10 in 
each round-table group. 

After each day’s discussion the most influential member of each 
group was determined. In general he was the one who had given 
not only the most suggestions but also the best quality suggestions. 
The least influential member was also selected. 

The drawing shows how different the most and least influential 
were in their skill in understanding and using words. The most 
influential scored 23 percent better than the others in vocabulary. 
Abilitv to use words was a significant factor in individual influence 
in these discussion groups. 

Some of the least influential may have had good ideas to offer, 
but low rating in “verbal intelligence’ seemed to cut down their 
talking. It is also possible that some of them had difficulty under- 
standing what some of the more influential were talking about. 

When a discussion group is made up of some people with big 
vocabularies and others with small vocabularies, the discussion 
will likely be lopsided. In such cases a skilled discussion chairman 
repeats what the big-word member says, but in easier words which 
everyone can understand. The chairman needs especially to be able 
to take in big words, and then give out the same thought in simple 
words. He should be alert to help the member who lacks words. 

The original data were reported by Major Norman E. Green, in 
an experinient at Craig Air Force Base. 
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METHODS ana IDEAS 


Operating Procedures 


Aids to Better Bookkeeping 

CHECKLIST of possibilities for 
A improving the bookkeeping op- 
eration was offered by Gerald J. 
Kearney, assistant treasurer, Miners 
Savings Bank, Pittston, Pa., at one 
of the recent regional meetings con- 
ducted by the National Association 
of Bank Auditors and Comptrollers. 

First (he said), let’s see if the 
equipment is modern and suited to 
the bank’s needs. The first cost may 
seem large, but it will be almost in- 
significant if amortized over the life 
of the machines. For example, each 
$1,000 spent for equipment with a 
10-year life would figure out at about 
40 cents a day—less, with tax credit 
for depreciation. 

Also, are working conditions fa- 
vorable to the intense concentra- 
tion demanded by machine bookkeep- 
ing? Are they planned for maximum 
output, with good lighting and 
comfortable chairs? Is everything 
being done to eliminate fatigue? 


A Procedure Manual 


Adopt policies and procedures, put 
them into writing, insist that they 
be followed. Too many bookkeeping 
operations run into difficulties be- 
cause individuals follow their own 
ideas of how little things should be 
done. Prepare a departmental pro- 
cedure manual. Everyone then gets 
the same details for his job. Here 
are some things to put into the 
manual: 

The “why” and “how” of the job; 
description of various types of ac- 
counts; the papers required for 
them; description of the proving 
method and the manner of correct- 


“Methods and Ideas,’ including 
“Public Relations,” is edited by JOHN 
L. CooLey of BANKING’S staff. 
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ing errors; a formula for indexing 
accounts; procedure for handling 
return items, stop payments and 
“holds”; an explanation of uncol- 
lected funds and the manner of 
policing them. 

Is the supervision good? Some- 
one must see that the procedures 
are carried out. 

Are the employees, including sub- 
stitutes, properly trained? A pro- 
cedure manual can produce excellent 
results in a training program. 


Devices That Aid Production 


Mr. Kearney also made these sug- 
gestions: Lap posting may be help- 
ful in speeding work flow. This is a 
tray that fastens to the front of the 
machine; it’s designed to hold a vol- 
ume of ledger cards. The bookkeeper 
can view the items without looking 
to one side. 

New and substitute personnel will 
find sorting equipment helpful. 


How about cycling or staggering 
customers’ statements? Why not 
clear out old stop-payment orders? 

Banks that have discontinued ex- 
amining endorsements on checks un- 
der specified amounts report no diff- 
culty. 

If you’re using proof machines, do 
you sort large batches on certain 
accounts, such as payroll, into sepa- 
rate pockets so they reach the book- 
keeping department in one total? 

Some accounts may be governed 
by detailed instructions. A special 
instruction sheet helps. It can be 
made up in a color to contrast with 
the ledger and may be inserted di- 
rectly behind the ledger sheet. When 
the latter is removed for posting, it 
is clearly visible. 


Control 
Require that controls be estab- 


lished independently of the depart- 
ment, Mr. Kearney continued. Be 
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The flannel board method was used to illustrate talks at the annual 

correspondent meeting held by The First National Exchange Bank of 

Roanoke, Va. Subjects covered included management of bank assets, 

‘ operations and personnel, and public relations. The illustration shows 
the board as it looked when the talks were completed 
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sure that no one in the bookkeeping 
department intercepts and changes 
figures established in the proof de- 
partment without proper crosscheck 
and audit. 

Trial balances—only a minimum 
protection—should be run periodi- 
cally by the auditor or someone out- 
side the department. See that the 
total debits and credits shown on 
the journal sheets are balanced with 
the general ledger. Also, review the 
journal sheets to see that all over- 
drafts are reported. 

Items that would overdraw ac- 


counts are held up one day in many 
banks. They are usually charged to 
a department suspense account. 
Here is a danger spot. Watch for 
kiting. 

Rotation of bookkeepers is always 
a good audit device. One plan pro- 
vides for rotation a few days before 
statement dates and a change-back 
a day after statements are sent out. 


Electronic Banking 

A PREVIEW of electronic banking 
likely in a few years was offered 

at the American Institute of Bank- 


ing convention by George W. Meyer, 
assistant vice-president, American 
Trust Company, San Francisco. 

Taking a look at how one of the 
machines might work, maybe five 
years from now, he said: 

“Bach teller would have at his 
window a small machine which would 
look about like a desk adding ma- 
chine. When a customer comes up 
to cash a check, your teller would 
enter the account number and 
amount of the check on the gadget. 
First, the machine would immediate- 


(CONTINUED ON PAGE 108) 


AAAI AAAI AAA AAAI AAA AAA AAA AAA ASA AA SAA SAS ASS S ASDA SSSA ASA SS SSAA SASS SAA 


Handling Customers’ Securities 


The author, president of N. T. 
Shepherd Associates, bank auditors 
and management consultants, is also 
vice-president and comptroller of 
the Haverhill (Mass.) National 
Bank. 


“ many small and medium-sized 
vanks we find that the sale and 
exchange of customer securities is 
regarded as “just another service.” 
As a result the function is per- 
formed more or less haphazardly, 
and without control factors. 

The very handling of customer 
securities may lead to embarrassing 
situations, including fraud and em- 
bezzlement. For instance, in the 
small bank where this work is done 
entirely by one officer, retention of 
part of the proceeds from sales, mis- 
quoting of purchase or sale price, 
and fictitious charges to customers’ 
accounts are acts that might be re- 
sorted to—acts most difficult to de- 
tect. These examples emphasize the 
point that no employee should han- 
dle the complete transaction and 
that some method of double check 
should be instituted. 

Under the national banking laws 
there are certain restrictions and 
limitations covering the handling of 
customer securities. We suggest 
that these regulations be reviewed. 


Operating Procedures 


In setting up our operating pro- 
cedures we must consider: (1) 
changes desired by customers in se- 
curities pledged as collateral, and 
(2) customers who decide to pur- 
chase or sell securities for their own 
accounts. In both instances the pro- 
cedure is about the same. First, the 
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NORMAN T. SHEPHERD 


bank should require written instruc- 
tions for purchase, sale or exchange. 
These may be in a letter or by use 
of the bank’s own form. If a request 
is received over the telephone, it 
should be confirmed by letter. Your 
must have written authorization. 

While the larger banks often have 
several forms in handling security 
transactions for customers, it is 
quite practical to use a multiple car- 
bonized form designed to cover the 
various categories of transactions 
that will be involved. There are 
many stock forms on the market. 

Carbonized forms save duplication 
of effort and assure that, once typed, 
they are correct and contain the 
same information. The use of the 
forms might be classified as follows: 
the first copy is the acknowledge- 
ment to the customer, the second is 
for the broker, the third for control 
purposes (in the small bank with 
no auditor this copy could go to an 
individual not connected with the 
transaction who would follow it to 
final disposition). The fourth copy 
becomes the bank’s permanent rec- 
ord, and there might be a fifth to 
serve as an advice on consummation 
of the order. 


Essential Data 


These forms provide a uniform 
record of authorization. They are a 
means of recording all necessary in- 
formation: date, description, num- 
ber of shares, amount, price, dispo- 
sition, statement of authorization, 
the broker, authorization to charge 
customer’s account for the purchase 


price and expenses, customer’s name 
and address. We would, in particu- 
lar, emphasize that the statement of 
authorization should indicate the 
bank solely as agent and also should 
contain a liability clause. In this 
respect we recommend that your 
forms be approved by bank counsel. 

We feel that correspondence be- 
tween the bank and the customer, or 
between the bank and the broker, 
should bear the order form number, 
thus coordinating all transactions 
with the customer’s order; and 
copies of correspondence should be 
attached to the order form. 

When proceeds from sale of se- 
curities have been received, immedi- 
ate credit should be made to the 
customer’s account, advice being 
forwarded to the customer. If se- 
curities or proceeds are to be called 
for personally, we feel that they 
should be placed in safekeeping with 
a proper record, and placed under 
control. 

A definite procedure will lend it- 
self to the establishment of control 
safeguards. As added precaution we 
suggest: All order forms should bear 
the initials or signature of the officer 
handling the transactions. A second 
party should check the broker’s in- 
voices to the order copy before re- 
mittance, and check to see that ex- 
penses are properly deducted and 
entered in the bank’s books of ac- 
count. Debits and credits to cus- 
tomers’ accounts covering purchase 
and sales should be initialed by a 
second party. Incompleted orders 
should be periodically verified with 
the brokers and customers. With 
order forms serially numbered, all 
forms should be accounted for. 
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Public Relations 


Advertising . . . Promotion... Business Development .. . 


Letting the Customer Sell 


HEN CENTRAL TRUST COMPANY 

of Owensboro, Ky., opened two 
new drive-in windows, it got promo- 
tion material from a natural source 
—the customers. 

The bank instalied a tape recorder 
that was tied into the speaker sys- 
tem at the windows. As customers 
drove up and transacted their busi- 
ness, they were asked to comment 
on the service. Result: the bank 
heard some spontaneous compli- 
ments that were used later on its 
radio program. 

One store-owner said: “I’m just 
darn glad I don’t have to line up, 
stand around and shift from one 
foot to another when I bring in my 
deposit.” 


Bank’s Miniature Autos 
Boost Loan Service 


OR several years: THE BANK OF 

ASHEVILLE, Asheville, N. C., has 
been coaxing present customers to 
use its automobile loan service next 
time they buy or trade a car. Direct 
mail, stuffers, and newspaper ads, 
says Assistant Vice-president Sam 


Community Relations 


W. Dixon, brought “little actual re- 
sults.” Then something else was 
tried. 

“A ‘1954 Miniature Automobile 
Show’ was arranged in the front of 
our lobby,” Mr. Dixon tells BANK- 
ING. “Seventeen tiny new cars were 
displayed in attractive cases, with 
overhead lights in each. The exhibit 
was backed up by dark green cur- 
tains and a poster, ‘Your Bank, The 
Bank of Asheville, wants to finance 
your next car—and will do it your 
way.’ 

“This thought was the only pro- 
motion idea we tried to get across. 
Each member of the staff was re- 
quested to tell everyone our story. 
We used a simple stuffer in monthly 
statements announcing the show, 
and also placed the announcement 
in the Sunday newspaper. Several 
signs near entrances invited cus- 
tomers to see the little cars. 

“We’re very happy over the at- 
tention the show created. Customers 
asked questions, brought their chil- 
dren back. Dealers came to see their 
cars. And best of all our customers 
know now that we have an automo- 
bile loan department. 

“The show was on display for 30 


days. It’s too early to report what 
it will do to our loan volume, but 
already we have added several loans 
we would otherwise have missed.” 


Staff Business Development 


N organized plan of staff business 
development is essential to a 
bank’s future welfare, said David T. 
Colby, vice-president, The Boatmen’s 
National Bank, St. Louis, in a talk 
at an American Institute of Bank- 
ing convention conference. 

He offered these requisites for a 
plan: 

Active endorsement by directors; 
complete support of management; 
authoritative organizational proce- 
dure; a thorough system of indoctri- 
nation; rules of procedure; well-de- 
fined teamwork; maintenance of ade- 
quate records; periodic reconciliation 
of progress; and recognition and 
awards. 

Better service is available to cus- 
tomers, he said, when it is given by 
a staffer who knows that good ser- 
vice may keep desirable business in 
the bank, and that he’ll be credited 
with any new business received as 
a result of his efforts. 


These are the miniature cars that boosted this bank’s auto loan service 


BANK of ASHEVILLE 


WANTS TO FINANCE YOUR NEXT CAR - 
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Two St. Augustine youngsters get theater passes and a soda 
ticket from C. E. Kettle, vice-president and cashier of the 


Exchange Bank 


Tasty School Relations 


H™: a teen-ager promotion pro- 
gram that packs ’em in. 

The EXCHANGE BANK of St. Augus- 
tine, Fla., finds its lobby periodically 
jemmed with youngsters clutching 
slips of paper, signed by the teachers, 
attesting that the boy or girl has 
a “B” average. To each possessor 
of this mark the bank awards tickets 
for a free ice cream soda and a 
movie. The plan covers all grade 
and high schools in the county. 

The idea, produced by the Ex- 
change’s advertising agency, Bacon, 
Hartman & Vollbrecht, Inc., made 
an instant hit, we’re told. The first 
day it was tried four bank officers 
were busy handling the kids. 


Counter Cards Help Sell 


ARVARD TRUST COMPANY of Cam- 

bridge, Mass., reports that a 
new series of gay counter display 
cards is yielding good results as a 
sales promotion aid and an employee 
information piece. 

The cards, called “tents” because 
of their shape when folded for use, 
are in the Harvard’s nine offices; 
they feature a different subject each 
month: safe deposit boxes, register 
checks, instalment loans, travelers 
checks, ete. 

The front of each two- or three- 
color card (6” x6”) identifies the 
service with artwork and copy. On 
the back there’s terse, factual in- 
formation. 

The cards are used at the side of 
each teller’s window and on the 
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‘Need cash? Borrow the thrifty way. 
says this counter card, one of several used by the Harvard 


Budget repayments” 


Trust Company as a stimulant for point-of-contact selling 


desks of staffers who have direct 
contacts with the public. They’re 
point-of-sale reminders to the bank’s 
employees. 


Bank Travel Service 


HE First NATIONAL BANK of 

Magnolia, Ark., has a free travel 
and vacation service for its cus- 
tomers—and a Vacation Savings 
Club, too. 

The opening featured an elabo- 
rate display of posters and materials 
from transportation companies, re- 
sort areas, etc. There’s a display 
board where prospective vacationers 
can pick up brochures, maps, and 


Security Trust & Savings Bank of San 

Diego is using this little bird to illus- 

trate bank services and _ institutional 

ideas. It appears in newspaper ads, on 

car cards and outdoor boards, and is 
animated for TV 


other travel information covering 
all the states and many foreign 
countries. Also, the bank will make 
reservations. 

President W. C. Brewster said that 
as a result of Magnolia’s growth and 
prosperity, there had been a sub- 
stantial increase in vacation and 
business travel, and the bank felt 
the service would be useful. 

At last reports it had arranged 
for trips to Europe, Alaska, Canada, 
and Cuba, as well as U. S. A. points. 


A Word About Service 


HE importance of a helpful, cour- 

teous staff as the most important 
factor in good customer relations 
was emphasized at an A.I.B. conven- 
tion meeting by David T. Scott, vice- 
president, The First National Bank 
of Boston. 

“Think of the last time you were 
served by a grumpy, inefficient per- 
son when you bought something, and 
you'll appreciate how your customer 
feels should he get the same treat- 
ment at your bank,” Mr. Scott sug- 
gested. 

Supplementing an advertising and 
customer relations program that 
brings people to the bank is the 
bank’s ability to perform the ser- 
vices that originally brought the cus- 
tomer, Mr. Scott said: 

“We must make available all the 
routine services customers require, 
and be flexible enough to produce if 
requests for unusual services are 
made. 

“Smaller banks, if they choose 
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their city correspordents wisely, 
have specialized services available 
at a moment’s notice through this 
connection. Choosing and using the 
right city correspondent relationship 
makes the ‘local’ bank a ‘city’ bank.” 


Family Banking 
POCKET-SIZE, 16-page booklet in 
two colors is telling the story 
of family banking for St. Louis 
County National Bank of Clayton, 
Mo. 

Entitled Family Affair,”’ the 
little brochure shows how each mem- 
ber of an imaginary family that 
uses the bank benefits by banking 
service. Thus the reader is informed 
of the many facilities at his disposal, 
and sees how they apply to his own 
affairs. 

Copy is simple and direct. Illus- 
trations are modern, stylized. 


Banks-W omen’s Clubs 


Cooperate in Forums 


HE Virginia Federation of 
Women’s Clubs has won the Eco- 
nomic Security Award of the General 
Federation of Women’s Clubs. The 


Here’s a page 
from “A Family 
Affair,” the book- 
let circulated by 
St. Louis County 
National Bank of 
Clayton, Mo, 


competition was open to women’s 
clubs in 45 state Federations. 

The award, an embossed certifi- 
cate, was presented to Mrs. H. Stan- 
ley Bailey, president of the Virginia 
Federation, by Holgar J. Johnson, 
president of the Institute of Life In- 
surance, on behalf of the three eco- 
nomic consultants to the General 


Federation —the Association of 


Stock Exchange Firms, the Amer- 
ican Bankers Association, and the 
Institute of Life Insurance. 

Mrs. Oscar A. Ahlgren, of Whit- 
ing, Indiana, president of the Gen- 
eral Federation, expressed her thanks 


‘thome 
sweet home” 


...they bought it with a County Bank Real Estate 
Loan! 


The monthly payments actually cost less than 
the family formerly paid for rent of a crowded 
apartment. 


Every detail of the purchase was supervised by our 
real estate officer...everything from appraisal to 
title insurance. Nothing was overlooked which mi zht 


cause trouble later. Costs were kept to a minimur 


All types of Real Estate Loans are available here. 
And service is speedy! 


to the consultants for the coopera- 
tion of the three consulting organ- 
izations. Women, she said, are in- 
creasingly aware of the need for 
public knowledge of economics, and, 
by participating in these forums, 
women are meeting the need. 

In announcing the winner, Mrs. J. 
W. Walker of Plainview, Texas, 
chairman of the General Federation’s 
Economic Security Division, said 
that a greater portion of clubs in 
the Virginia Federation had spon- 
sored communitywide finance forums 
than in any other state. For her 

(CONTINUED ON PAGE 100) 


A Make-It-Yourself Vacation Display 


The author is a New York builder 
of bank displays. 


— season is a good time for 
promoting safe deposit boxes, 
travelers checks, vacation clubs, regu- 
lar savings accounts, and even vaca- 
tion loans (if that is your policy), 
and a vacation-travel window is a 
natural medium. 

There are many sources of excel- 
lent, free display material: transpor- 
tation companies, travel bureaus, 
state associations, etc. For exam- 
ple, one of the large airlines offers 
posters, cutouts, maps, folders, model 


JULIAN MARWELL 


planes, full color prints, backgrounds 
—in short, everything you need to 
build a successful window in 15 to 30 
minutes! (A list of sources and avail- 
able material will be sent on request 
to the writer, care of BANKING.) 
Let’s assume that an airline has 
sent you its display kit. You set up 
the colorful background at the rear 
of your window. Suspend the model 
plane from the ceiling. Put a few 
travel posters on the window floor. 
Next, place safe deposit boxes of dif- 


A suggested home- 

made window dis- 

play for promot- 

ing vacation ser- 
vices 


ferent sizes (each tagged with its 
rental fee) on top of the posters. For 
realism, let dime store jewelry, insur- 
ance policies, stock certificates, etc., 
protrude from the boxes. 

Your sales message is at one side: 
“Before you go away this summer, 
put all your valuables in a safe de- 
posit box.” “Wherever you go, carry 
safe, convenient travelers’ checks.” 
“A swelling Vacation Club fund now 
means a swell vacation next year. 
Join our Vacation Club.” 

Variations on the display come 
quickly to mind. Use the gay posters 
as the background. Or use a solid 
blue as background sky, letter your 
message on it, suspend a plane. Tie 
in with your local theatre if it’s show- 
ing a movie that suggests travel. 
Borrow travel books and adventure 
stories from the library. Use them as 
keynotes. 

If you still have energy left repeat 
the theme in the lobby, using some 
of the simple pre-cut props available, 
and more safe deposit boxes. 

Don’t forget to have the tellers 
push this service during the period 
of the display. Tie it in with your 
other promotion. 
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Puerto Rieco’s 


Powerful Bootstraps 


WILLIAM P. BOGIE 


66 E’RE going to...’ is an ex- 
\4 pression you hear rather 
frequently in Puerto Rico. 
Talking with men in government 
agencies, or those in banks or in 
local industries, you have no doubt 
that there’s a nearly unanimous be- 
lief in the bright future of the island 
and a very strong conviction that its 
ambitious blueprints are going to 
materialize. 

“We're going to build an airport 
here,” one of these men will say, 
pointing to a map. Or “This is where 
we're going to build another hydro- 
electric plant,’’ or “We’re going to 
irrigate this part of the island here.” 

The certainty that these Puerto 
Rican businessmen and bankers feel 
for their development program, 
which has come to be known as 
“Operation Bootstrap,” is probably 
the same ingredient that inspired 
engineers and financiers a hundred 
years ago, and since, to accomplish 
the near-impossible in the United 
States. 

What has happened—statistically 
—in recent years that would justify 
this abundant optimism? 

Gross product of the Common- 
wealth has increased 306% from 
1940 to 1953, jumping from $277,- 
000,000 to $1,124,300,000. The dollar 
amount of net income per capita has 
increased in the same period by 
approximately 250%—from $122 to 
$426. 

Bank assets have risen from $93,- 
400,000 to $383,000,000, and deposits 
have gone up from $76,400,000 to 
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Recent addition of Puerto Rican bonds to the legal 


list for New York State calls attention to an economic 


phenomenon in our Caribbean Commonwealth 


$300,500,000. Savings deposits were 
$68,100,000 in 1953 as against $17,- 
400,000 in 1940. And bank loans rose 
513.5% to $190,800,000. 

The value of shipments to and 
from the U. S. mainland rose from 
$191,400,000 in 1940 to $754,800,600 
in 1953. Income tax collections (by 
the Commonwealth government, no 
Federal income tax applies) in- 
creased from $2,200,000 to $34,700,- 
000 in the 1940-53 period. 

And as for nondollarwise progress, 
public health measures, largely the 


work of the famous School of Tropi- 
cal Medicine of the University of 
Puerto Rico, have caused life expec- 
tancy to increase from 46 years in 
1940 to 61 years in 1953. Public 
school enrolment increased by two- 
thirds in that period to a total of 
more than 475,000. The number of 
motor vehicles rose from 26,000 to 
over 86,000. 

A recent financial development 
that may prove of considerable im- 
portance to the island is the addition 

(CONTINUED ON PAGE 119) 


Main office of the Banco Popular, situated in the financial neighborhood of San 
Juan. Here in the oldest and most picturesque part of the city, there are buildings 
that date back 400 years—and are still in use. Atop this bank is the Bankers Club 
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GOVERNMENT BONDS 


Cheapest Treasury borrowing since 1947 ... 


New cash for third 


quarter ... “Every reason” for raising the debt limit .. . August 
and September maturities . .. Fed intention toward bank reserves 


ury bills finally resulted in a 

sale, on June 7, at an average 
cost to the Treasury of only 0.616% 
on a per annum basis. Not since 
1947 has the Treasury borrowed so 
cheaply. 

A large group of buyers still seems 
to prefer these 3-month riskless ob- 
ligations in spite of the minuscule 
income return. For nontaxable 
funds, bills are still quite ideal for 
the temporary investment of funds 
to be used for road construction, etc. 


Ts continued demand for Treas- 


Treasury Soon to Need New Cash 


The Treasury is expected to need 
new cash of between $4- and $5- 
billion to meet its requirements in 
the third quarter.of the current 
year. Of this amount, possibly $3- 
billion will merely replace the $214- 
billion of TA certificates paid off in 
June and the $500,000,000 bonds pre- 
sented for cash payment. 

But as of May 30, the total debt 
subject to the legal limit of $275- 
billion was about $273-billion, so an 
additional $2-billion would reach the 
ceiling. There would seem to be 
every reason for Congress to act 
promptly in increasing the limit. 


New TA Certificates Probable 


Whatever Congress does, the re- 
placement for the maturing TA cer- 
tificates with a new series of such 
certificates to mature in March 1955 
is felt to be highly probable. These 
issues have proved popular and are 
a cheap way for the Treasury to get 
its money in advance of the actual 
tax receipts next year. 

Whatever new money is needed 
will almost surely be obtained on not 
more than a 1-year maturity basis, 
since the attempt to lengthen out 
the debt schedule seems to have gone 
quite as far as is presently feasible. 
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August and September Maturities 


A total of about $714-billion of 
252% certificates matures in August 
and September. An exchange offer 
for both is expected late in July. Un- 
less there is a marked change in 
market conditions by then, the ex- 
change offer is pretty sure again to 
hold to a 1-year maturity. 


Business Loan Decline Not 
Excessive 


From the end of April to May 26, 
there was a further decline of $229,- 
000,000 in the business loans of the 
reporting member banks. The 
amount was not excessive. However, 
gross loans rose $487,000,000 for the 
same period. 

Since the first of the year, changes 
in the various categories have been: 


(000,000 omitted) 
Business loans 
Real estate loans 
Consumer loans 
Loans to carry securities 
Loans to banks 
Net decline in gross loans 


—$1,534 
+$107 
—$298 

—$67 
+$187 

—$1,534 

On the whole, this record is en- 
couraging and somewhat better than 
earlier forecasts. A decline in busi- 
ness loans in the first six months 
of the year is a usual seasonal de- 
velopment. Likewise, a rise in the 
second six months is normally ex- 
pected. Just how much the rise will 
be this year is anyone’s guess, but, 
generally speaking, business fore- 
casts have been gaining in optimism. 

Even if the rise is quite moderate, 

it seems probable that the low point 

for the year will have been registered 
before midyear. 


Market Shakeout Offers 
Opportunity 


Marketwise there does not seem 
to be any sound reason for expect- 


ing a further decline in the prices 
for the intermediate-term bond is- 
sues. Business prospects have not as 
yet given any indication of so 
marked an improvement as to war- 
rant the expectation that a broad 
demand for loans will develop. What- 
ever demand does develop would 
certainly find reserves available from 
a continuance of the Federal Reserve j 
“active ease’’ policy. 

What seems to be likely is a side- 
wise price movement within a com- 
paratively narrow range. Govern- 
ment bonds in the 5-to-10- year 
maturity range might well be added 
at these levels—or on any weak 
spots—by banks whose portfolios 
now show an undue preponderance 
of the shortest-term issues. 


May Price Adjustment 


During May the Government mar- 
ket lost its pep. It had climbed pretty 
fast since the first of the year. The 
long-term bonds felt the strain of 
competition from the fresh supply 
of corporate and municipal financ- 
ing. The intermediate-term bonds 
were shocked at the failure of the 
recently issued 434, year 174% notes 
to stay above par. Buyers took 
refuge in a very cautious attitude. 

But there was no sign of any let- 
up in the “active ease” for money 
policy. 

The price adjustment which took 
place may prove to have been a buy- 
ing opportunity especially for the 
bank-popular bonds in the 5-to-10- 
year-maturity range. 


Plenty of Subscribers, but 
What of the Market? 

With subscriptions for over $9.75- 
billion of a Treasury cash offering 
of $2-billion, it looked as though the 
demand for a 17%,% income return 
for 434 years was just what the doc- 
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tor ordered. Subscribers for more 
than $10,000 got allotments of only 
22%. So far, so good. Now the 
Treasury had the money needed to 
take care of its cash requirements 
until June 30. 

That all was not serene for the 
market, however, was perhaps fore- 
cast by the final result of the ex- 
change offer for the $7,285,000 called 
and maturing certificates and bonds. 
Symptomatic of a growing cautious 
attitude, holders of the maturing 
issues took $3,881,000 of the 1-year 
certificates and $2,889,000 of the 
longer notes, while $515,000,000 of 
the maturities were held out for cash 
payment. This cash attrition was 
only about 7% of the amount of the 
maturities but was somewhat larger 
than had been expected. 

What was not expected was the 
market reaction to the new issues. 
After rising to a premium of about 
¥% point in the first few days of 
trading, it rapidly became evident 
that the usual crowd of “joy-riders”’ 
wanted to get their profit promptly. 
It was not long before they dis- 
covered that buyers were not pay- 
ing premiums. As a result, the bid 
dropped below par for a while and 


the market stayed around that fig- 
ure until the congestion of supply 
seemed to have been reduced to 
normal proportions after June 1. 

Demand for the “nice, safe” 1-year 
144% certificate remained steady, so 
that a premium of between 4 and 
Y was established. Quite clearly 
buyers — especially banks — were 
playing safe and sticking to the 
shallow waters of early maturity. 

As a result, instead of a new and 
supposedly attractive new issue, 
pulling the market up, the reverse 
was true. The market dropped back 
to meet the new rate. 


Intermediate and Long Bonds 
React 


Possibly touched off by the market 
action of the new Treasury issues, 
but more truly for other reasons, 
the market for the 5-to-10-year-and- 
longer Government bonds slid down 
during most of May. 

Commenting on this decline, the 
June Monthly Review of the Federal 
Reserve Bank of New York attri- 
butes the “bearish” psychology to a 
number of different factors: (1) 
“The growing crisis in Indo-China” 
with its threat of “changing Govern- 


ment financing needs and policies” ; 
(2) “growing optimism over the 
business outlook,” with the possibil- 
ity that the second half-year might 
see an increasing demand for loans; 
(3) “market disappointment” that 
reserve requirements were not re- 
duced; (4) “congestion” (indiges- 
tion might be better!) in the market 
for the continuing very large volume 
of new corporate and municipal bond 
issues; and (5) evidence that per- 
haps the Treasury financing so far 
this year had “overcrowded the in- 
termediate area of the Government 
market.” 

In the face of such difficulties, the 
market for both the intermediate 
and longer-term bonds could hardly 
maintain an unbroken front and slid 
down until the intermediates had 
registered declines of about 34 while 
some of the longer bonds lost 1% 
to nearly 2 points. before beginning 
to show some recuperation early in 
June. 


Lack of Demand Rather 
Than Liquidation 
Actually, under the circumstances, 
the decline might have been worse 
(CONTINUED ON PAGE 111) 


Investment Markets 


OTH underwriters and investors have been happy in 
the preceding weeks. While offerings were heavy, they 
were well absorbed. A glut, apparent for a day or two, was 
worked out in due course, and the investment banking com- 
munity has every reason to be in vood humor. 

Officially sponsored low interest rates have promoted 
projects advocated by states and municipalities, and under- 
writings in this area have reached a near new high. May 
ended with the assurance that new business will continue 
on the same level through June. 

The somewhat artificially low interest rates have led to 
the question in recent weeks whether or not the accumula- 
tion of funds is outstripping offerings and whether better 
yields may not be available in the future. 

The aim of institutional investors, obviously, is a higher 
yield, but perhaps the pools of idle funds are getting larger. 
If such is the case, how long can they be withheld without 
defeating the premises of investment policy? 


Ture is certainly no sign on the horizon at this time 
which would reverse or change the Federal Reserve policy 
of easy money, which in the past year has increased bond 
prices and has depressed yields. 

New financing in May, therefore, increased, both against 
the preceding month and as compared with May 1953. 

Flotations of bonds were the greatest for a monthly 
period in 28 years. Stock issues were the biggest for any 
May since 1946. 


Public offerings of new bonds aggregated $1,355,271,000 
in 95 different issues in May. This compares with $1,041,- 
140,000 for 85 flotations in the preceding month and with 
$1,083,717,000, including 46 public housing issues, in May 
1953. 

Almost one-half of all the obligations marketed in May 
were tax-exempt state and municipal bonds. The largest 
single item was the $239,000,000 Massachusetts Turnpike 
3.3% revenue issue, due in 1994. 


Bonp financing for public utilities, at $354,500,000, was 
the largest since June 1950. The total municipal financing 
for the first five months of the year was in excess of $2.8- 
billion, against about $2.1-billion in the comparable 1953 
period. 

Offerings of new stock totalled $108,939,000 for 12 issues 
in May. This compared with $83,223,000 covering 15 
issues in the preceding month and with $87,415,000 for 13 
flotations in May 1953. 

In the five months ended May 31, $4,578,103,000 new 
bonds were offered to the public in 458 individual issues. 
This was the largest for any similar period in 28 years. 

New stock financing in the first five months aggregated 
$393,431,000 for 46 issues, against $375,444,000 for 65 
flotations in 1953 and $509,965,000 for 86 issues in the 
like period of 1952. 

With equity prices having reached new highs, the ques- 
tion has become more obvious: How high can they go before 
a necessary reaction has to occur? 


H. EUGENE DICKHUTH 
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Fabulous California! 


N celebration of its 50th anniver- 
| sary, Bank of America, National 

Trust and Savings Association, 
took a group of nearly 40 newspaper 
and magazine editors and reporters 
for an aerial tour of California. It 
started from San Francisco. 

Stop-over points were at Eureka, 
Sacramento, where Governor Good- 
win Knight joined the group at din- 
ner, Fresno, Bakersfield, El Centro, 
San Diego, and Los Angeles. 

The flight, nearly up to the Ore- 
gon state line, demonstrated dra- 
matically how the water power re- 
sources of the north, beginning with 
the Shasta Dam, under the federally 
sponsored Central Valley Authority, 
have been used to irrigate the great 
valleys south all the way down to 
the Mexican border. 

Some 6,000,000 acres are now un- 
der cultivation, compared with 4,- 
500,000 about 15 years ago. The 
cultivation of cotton, rice, and other 
crops known to other parts of the 
country is gaining steadily. 

The best illustration of the over- 
all growth is, perhaps, to be found 
in the size of bank deposits. Bank 
of America, with 543 branches, had 


H. EUGENE DICKHUTH 


$7.7-billion in deposits on December 
31, compared with $1.9-billion at 
the end of 1941. 

Government spending for new in- 
dustries was partly responsible. 
Another great source which helps 
the steady expansion is the tourist 
trade. About 3,500,000 sightseers 
pour into California every year, 
spending millions of dollars collec- 
tively. 


Scientific Research 


Among the more spectacular in- 
dustrial sights of the air tour was 
a visit to the University of California 
at Berkeley, which houses the “Be- 
vatron,”’ expected to be the biggest 
producer of energy in the United 
States. Scientists in charge expected 
this successor to the cyclotron to 
produce 6-billion volts. 

The University of California is 
engaged in nuclear research in co- 
operation with the Atomic Energy 
Commission. The name “Bevatron” 
has been coined to denote billions- 
of-energy-volt-atrons. 

At this point, the nuclear opera- 


Financial editors from all parts of the United States, who toured California dur- 
ing the 50th anniversary celebration of the Bank of America, during a stopover 
at El Centro 


tion is research for research’s sake. 
The aim is to produce a so-called 
“meson.” While mesons could he 
picked up in the atmosphere at 50,- 
000 feet or more, scientists had no 
idea what to do with them, once 
they had produced them artificially, 
but they feel that the meson will 
help in nuclear research. 

Another point of national impor- 
tance developed at Hollywood. The 
motion picture industry has emerged 
from its previous slump. It has 
again drawn people away from. their 
television sets back into the theaters. 
This has been accomplished by 
CinemaScope, now used by all but 
two major companies. 

Hollywood executives are smiling 
again. Up to this point 4,600 thea- 
ters have been equipped with Cine- 
maScope, and by the end of the year 
10,000 theaters are scheduled to be 
so converted. 

In other words, CinemaScope is 
accepted as the answer to what is 
popularly known as 3-D, or three- 
dimensional pictures. Processes 
where the audience has to wear 
glasses to get a 3-D effect are being 
discarded as impractical. 

New lens techniques of Cinema- 
Scope actually save the industry 
money. There are fewer time-con- 
suming changes in the position of 
cameras. Pictures formerly sched- 
uled for, say, a 45-day production, 
can be completed today in 35 days. 

Another incidental discovery of 
the trip is the emergence of a new 
fur industry in California—nutria. 
A Berkeiey furrier, named Bruce 
Evander, smuggled a pure blood line 
of these aquatic rodents out of Ar- 
gentina. 

He plans using about 2,000,000 
animals in controlled breeding, and 
eventually about 18,000 persons will 
be employed in the industry. North- 
ern California, climatically, is the 
exact counterpart of the animal’s 
breeding grounds in Argentina. 

The first garments—coats and 
stoles—from the Evander process 
will make their appearance this sum- 
mer. Investors may buy a nutria 
female for $2,000. They may expect 
a return of about 50 per cent in 
the first year, if the animal does 
not die. Fabulous California! 
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A balance of 


TO BANKERS AND THEIR CLIENTS THROUGH WALTER E. HELLER & COMPANY'S 
LOAN SHARING AND PARTICIPATION FINANCING 


Heller arrangements offer avenues of financing whereby banks can extend services 


to their clients that they may not be privileged to extend under regular banking 


procedure, still maintaining the account in their portfolio, and supplementing 


their information with reports from Walter E. Heller & Company. 


BENEFITS TO THE BANKER 


1. To continue to ‘‘do business’’ with 
the client without putting a ceiling on 
his usage of funds, but... 

2. Be able to place a limit on their 
own loan thru sharing without curtail- 
ing the client’s operation, and... 

3. Receive the benefit of a secured 
position with at times the protection 
of cross-collateral, without the addi- 
tional clerical work and overhead costs, 
and as a result 

4, Continue with accounts of a size 
that ordinary loan policy may not 
permit. 


BENEFITS TO THE CLIENTS 


1. The acquisition of funds beyond 
his normal line of credit, even so 

2. No necessity to meet note matur- 
ities as continuing credit is extended, 
yet 

3. Receive the benefit of a sharing 
rate, and 

4. Have the counsel and advice of 
Walter E. Heller & Company in addi- 
tion to that of his banker, and the 
privilege of following his operation 


through our periodic reports. 


benefits 


THE FINANCIAL SERVICES 


rendered by Walter E. Heller & 
Company are not fully identified by 
simple tabulation because they are 
variously coordinated and applied to 
fit specific situations 


The following types of supplementary 
financing are flexibly administered 
according to experience gained from 
nativrcl operations which now 
represent a volume in excess of 
$600,000,000 annually. 


BANK SHARING 

ACCOUNTS RECEIVABLE FINANCING 
INDUSTRIAL FACTORING 

INSTALLMENT FINANCING 
REDISCOUNTING 

MACHINERY AND EQUIPMENT FUNDING 


INVENTORY LOANS 


We invite inquiries from banking officers who are responsible for maintaining their 
bank’s commercial loan portfolios. 


BANKING SERVICE OFFICER 


WALTER E. HELLER & COMPANY 
Established 1919 


15th FLOOR: 105 W. ADAMS ST., CHICAGO 90, ILLINOIS 
13th FLOOR: 10 E. 40th STREET, NEW YORK, NEW YORK 
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Accept this world-wide advertising... 


tree of Charge! 


That’s exactly what you get when you 
sell First National Bank of Chicago 
Travelers Checks! 

At no cost to you— your bank name 
is printed on every check you sell (see 
above). This pays you extra dividends 
of advertising and publicity, for our 
Travelers Checks are used and ac- 
cepted throughout the United States 
and around the globe — and have been 
for more than 40 years. 


Harowp V. AMBERG, Vice-President 


Your bank name printed 


here, free of charge. 


Also — you keep the entire sales 
commission. 

Your customers will appreciate the 
universal acceptance of our conven- 
ient Travelers Checks. And each de- 
nomination — $10, $20, $50 and $100 
—is a different color, so there’s even 
less chance for confusion than with 
cash. 

Take advantage of all the impor- 
tant customer services offered by 


Epwarp E. Brown, 
James B. Forcan, 
Homer J. Livincston, 


<a 


YOUR BANK NAME 


The First. Besides Travelers Checks 
and Letters of Credit, these include: 


Complete Clearing and Collection Service 
* Rapid Router Service + Complete Foreign 
Banking Service « Loan Participation + Bond 
Department « Operational Procedure Surveys 
¢ Guidance in Handling New Types of Loans 
e Wire Transfers + Safekeeping Service + 
Bank Remodeling and Modernization « Public 
Relations & Advertising « Credit Information 
Correspondent Conferences Assistance in 
Special Events. 


Chairman of the Board 
Vice-Chairman 
President 


Watter M. Heymann, Executive Vice-President 


Hueco A. Anperson, Vice-President 


HERBERT P. Snyper, Vice-President 


Gaytorp A. FREEMAN Jr., Vice-President 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets 
Building with Chicago since 1863 
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Timely Monetary Policy 


Distorted claims that the Government has forced money rates up... . 


The soundness of Treasury policy in keeping cash balances with banks 


Last month we quoted from a 
speech of SEN. BusH of Connecticut 
in which he discussed, before the 
Senate, the Administration’s mone- 
tary policy and some of the claims 
made by the opposition. 

The paragraphs which follow are 
also from that speech and concern, 
particularly, the question of inter- 
est rates. 


specific charge that by increas- 

ing interest rates the Admin- 
istration has been subsidizing a 
handful of bankers, a few wealthy 
individuals, and large investment 
companies at the expense of con- 
sumers, farmers, and small business- 
men who have to pay higher rates 
for the money they borrow. 

Here are some facts that the 
critics did not give you. Interest 
rates on all classes of Government 
securities today are substantially 
lower than they were at the be- 
ginning of 1953. The rate paid by 
the Government on 90-day Treasury 
bills is now 1%, as compared with 
over 2% in January 1953. Bill rates 
in 1954, in fact, are the lowest since 
1949. The market rate on 3- to 5- 
year bonds is down to 134%, the 
lowest since early 1951, which com- 
pares with about 214% in January 
1953. The Treasury’s 214% long- 
term bonds now actually sell in the 
market to yield 214%, the first time 
the yield has dropped that low since 
early 1951. These facts directly con- 
tradict the inference that the Gov- 
ernment is forcing money rates up. 


F me take up the opposition’s 


N 0 lowering has been made in the 
interest rates on Government-guar- 
anteed FHA and VA loans. The in- 
crease which was made in these 
rates last year merely brought them 
into line with other mortgage rates 
which had been rising for a number 
of years, and they are in line with 
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other mortgage rates today. Fol- 
lowing a substantial rise in both 
1951 and 1952, average mortgage 
interest rates held steady during all 
of 1953. The rates currently being 
paid have helped to attract funds 
to this field and thus to stimulate 
home construction. 

Next, I want to point out the true 
facts on the charge that has been 
made that higher interest rates paid 
by this Administration will cost the 
taxpayers $297,000,000 more for 
public debt interest in fiscal 1955 
than in the 1953 fiscal year. It is a 
distortion of fact to say that this 
entire increase was due to increased 
interest rates paid by this Admin- 
istration. 

As pointed out by the Bureau of 
the Budget in its publication called, 
The Federal Budget in Brief, Fiscal 
Year 1955: 


Interest payments in the fiscal year 


1955 are estimated at $6.9-billion. 
This is an increase of $275,000,000 
over the estimated expenditures for 
the current fiscal year. About two- 
thirds of this increase is due to the 
rise in the public debt. 


The other one-third increase re- 
flects the increased rates which the 
Treasury had to pay on its refund- 
ings last year. With interest rates 
considerably down, however, and 
with the ugly possibility of the Trea- 
sury having to do around $1-billion 
in additional borrowing due to the 
Congressional cut in Federal excises, 
it would appear that in fiscal 1955 
even less of the debt charge will be 
attributable to the higher rates paid 
in early 1953. 

I would also remind the gentle- 
men of the opposition party that 
when President Truman submitted 
his Administration’s budget for the 

(CONTINUED ON PAGE 117) 


BOND YIELDS AND INTEREST RATES—Yields on 3-month Treasury bills re- 

sumed their downward course in April, after increasing slightly in March. Treasury 

bond yields and commercial paper rates also dropped, while corporate bond yields 
leveled off 
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Edgar T. Savidge, secretary of the Agricultural Commission of the American Bankers Association, third from left, met with 
the Short Course Committee of the Land-Grant College Association and the W. K. Kellogg Foundation in Chicago to discuss 


a draft of a proposed brochure prepared by the Commission’s Agricultural Short Course Committee. 


The contemplated 


brochure would make available to state bankers associations and bankers a composite outline of the experience of 11 states 
where the short course scholarship program is now in effect. Complete identification of those in the photo will be found at 


the bottom of this page 


News for Country Bankers 


This department is edited by 
Mary B. LEACH of BANKING’S staff. 


Livingston Speech Reprinted 


N address on “Agriculture and 

the National Economy”’ deliver- 
ed by Homer J. Livingston at the 
Farm Credit Conference of the Vir- 
ginia Bankers Association at Natural 
Bridge has been reprinted by The 
First National Bank of Chicago, of 
which he is president. He is vice- 
president of the American Bankers 
Association. 

A summary of Mr. Livingston’s 
analysis of the farm problem may 
be found on page 68 of May BANK- 
ING. 


Conservationists Honored 


WENTY-SEVEN northeast Colorado 

farmers and ranchers having 
completed 90% or more of the con- 
servation program outlined for their 
local conservation district units were 
honored recently at a banquet in the 
Sterling (Colorado) Municipal 
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Auditorium by the agricultural com- 
mittee of the Colorado Bankers As- 
sociation. Arthur Sullivan, cashier 
of the Haxtun (Colorado) Commu- 
nity Bank, is chairman of CBA’s ag- 
ricultural committee, and was in gen- 
eral charge of the program. 
Around 425 businessmen, farmers, 
ranchers, and CBA representatives 
attended the banquet, at which 
Emmet J. Dignan, vice-president of 
the United States National Bank, 
Denver, acted as toastmaster. The 
guest speaker was Robert S. Wilson, 


IN THE PICTURE ABOVE 

Attending the conference, left to 
right, are: N. D. Peacock, vice dean, 
University of Tennessee, and chair- 
man of the Short Course Committee; 
Ralph Tenny, director of Short Courses, 
Michigan State College, and secretary 
of the Short Course Committee; Mr. 
Savidge; L. M. Thompson, professor in 
charge of Farm Operations Curriculum, 
Iowa State College; Cecil Smith, as- 
sistant dean, College of Agriculture, 
University of Illinois; J. 0. Christian- 
son, superintendent, School of Agricul- 
ture, University of Minnesota; R. B. 
Dickerson, associate dean, College of 
Agriculture, Pennsylwania State Uni- 
versity; Robert VanDuyn, associate 
director, Division of Education, W. K. 
Kellogg Foundation, Battle Creek, 
Mich.; and H. B. Powell, director of 
publications, Kellogg Foundation, 


vice-president of the Goodyear Tire 
and Rubber Company, Akron. 

The award banquet was featured 
in a special advance issue of the 
Sterling Journal Advocate, with 
most of the front page being devoted 
to various phases of the association’s 
conservation activities. In addition, 
other conservation features were 
carried throughout the issue and 
many advertisers devoted their space 
to saluting the soil conservation 
work typified by the CBA awards. 


The Atom and Farm Research 


EAR ADMIRAL LEWIS L. STRAUSS 
was quoted recently by William 
M. Blair in The New York Times as 
saying that a stepped-up program is 
being planned to put atomic mate- 
rials to work in farm research. 
According to the Blair report, 
Atomic Energy Commission scien- 
tists, testifying at hearings before 
the House and Senate Joint Atomic 
Energy Subcommittee, told how the 
application of nuclear power prom- 
ises to open a new era in plant and 
animal breeding, control of disease 
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and insects, and other phases of farm 
production. 

In an address in New York, dis- 
cussing the potentialities of. atomic 
power, once international controls 
have been established, Admiral 
Strauss concluded by saying: “‘With 
a demonstration of what the atom 
can accomplish for man’s good, the 
pleas of diseased and famine ridden 
peoples and of nations hungry for 
power sources to energize their econ- 
omies and elevate their standards of 
living may well become increasingly 
insistent, even beyond the Iron Cur- 
tain.” 


Cartoon Booklet 


M\HE thirteenth cartoon booklet in 
f) The Canadian Bank of Com- 
merce’s series dealing with agricul- 
ture is entitled “Switch on the Power 
—Electricity Can Work for You.” 
This booklet uses the same effective 
cartoon and copy technique as was 
used in earlier booklets in the series 
in telling the story of the profitable 
use of electricity in agriculture. 


Land Judging Contest 


HE Mitchell (S.D.) National 

Bank, in cooperation with the 
Extension Division of South Dakota 
State College and the Soil Conserva- 
tion Service, will sponsor, during 
the summer, a Land Judging Contest 
and Land Appreciation School for 
seven Souta Dakota counties. 

The program will be carried on 
by the county agents, the soil con- 
servationists of the Soil Conserva- 
tion Service and the vocational agri- 
culture instructors in this area, 
working with and through the 4-H 
Clubs, Future Farmers of America, 
and various farmers interested in 
practicing better land management. 

Preliminary to setting up plans, 
President J. M. Patton, Agricultural 
Representative Virgil Mathews, and 
two North Dakota conservationists 
attended the Third National Soil 
Judging Contest at Oklahoma City. 
This contest was sponsored by the 
Radio Station WKY and WKY-TV 


Farm Department in cooperation 
with the executive division of Okla- 
homa A. & M. College, the Soil Con- 
servation Service, the Agricultural 
Stabilization and Conservation Ser- 
vice, The Daiiy Oklahoman, The 
Oklahoma City Times, and state 
and local agricultural organizations. 

“Land appreciation schools and 
land judging contests,” President 
Patton said, “are among the newer 
developments in teaching sound man- 
agement practices in land uses and 
land care. Certainly a greater and 
more widespread understanding of 
soils and crop requirements are a 
must in a sound land management 
program and in keeping our land 
profitably productive. Realizing this 
The Mitchell National Bank is anx- 
ious to bring to the attention and 
make available the best current 
thinking and knowledge to the peo- 
ple of this agricultural area.” 


County Agent PR Approach 
HE methods used by The First 
National Bank of Waco, Texas, in 

selling its services were outlined by 
Assistant Vice - president George 
Logan in a letter to BANKING: 

“We have taken the ‘county 
agent’ approach to developing 
friendship and confidence with each 
of our farm customers and endeav- 
oring to interest them in savings, 
safe deposit boxes, drive-in deposit 
facilities, and other facilities avail- 
able at the bank of a useful nature 
to our farm customers... inasmuch 
as the average farmer or rancher 
here in this area receives so much 
mail that he cannot get read we do 
not use direct mail to any marked 
extent. 

“Our main effort in developing 


new business is through direct per- 
sonal contact; through favorable 
consideration created by working 
with farm groups and organizations; 
and through the help of satisfied 
customers.” 


Named Committee Chairman 


OHN L. ROBERTSON, agricultural 
J representative of The First Na- 
tional Bank and Trust Co. of Tulsa, 
has been named chairman of the 
Oklahoma Cattlemen’s Association’s 
beef promotion committee. 

The state cattle association will 
develop a statewide program design- 
ed to increase the consumption of 
beef. “Every segment of the beef 
producing, servicing, processing, dis- 
tributing, and retailing business, as 
well as the medical profession, will 
be invited to join in this combined 
effort to help the beef industry aid 
itself rather than be a burden on the 
taxpayer,” Mr. Robertson said. 

The Oklahoma program is part of 
a nationwide “Eat More Beef” pro- 
gram. 


Customers Given Tour 


HE First National Bank of Pratt, 
Kansas, recently took three bus- 
loads of farm customers to Hays, 
Kansas, to attend the annual live- 
stock feeders’ day program at the 
Fort Hays £xperiment Station. 
Each spring the experiment sta- 
tion reports the results of the re- 
search that has been conducted at 
the station during the year. This 
year’s visitors saw 27 lots of cattle 
that have been fed different feeds 
and handled under different systems. 
Glenn Shriver is the First Na- 
tional’s farm service director. 


NON-REAL-ESTATE FARM LOANS 


FROM AN 
A.B.A. 
BOOKLET 


The 1954 revision of the A.B.A. Agricultural Commission’s 


Agricultural Credit and Related Data has been completed as 

and is available, upon request, at 50 cents a copy. The pur- 1910 

pose of this booklet is to present factual information on the 

extent to which commercial banks and other lenders are 

meeting the credit needs of farmers. The chart at right is 
from page 14 of this publication 
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FOR LOWEST|E 


use the microfilmer 


The Recordak Junior Microfilmer com- 
bines microfilmer and film reader in one 
compact unit. Semi-automatic in oper- 
ation. You simply press a button to get 
your pictures. 


The Recordak Bantam Microfilmer is a 


desk-top unit with built-in automatic 
feeder. It photographs over 500 check 
fronts per minute at 40-1 reduction 
ratio, highest available today. 


The Recordak Commercial Microfilmer 
is a low-cost efficient unit which photo- 
graphs the fronts, or fronts and backs of 
documents consecutively across the full 
width of the film. 


The Recordak Duplex Microfilmer 
photographs the fronts and backs of 
checks simultaneously at high speed and 
high-reduction ratio. Endorses or can- 
cels in same operation, too. 


The Recordak Supermatic Microfilmer 
photographs fronts and backs simul- 
taneously at 40-1 reduction ratio, 
highest available today. Six additional 
features. ; 
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1/PER-PICTURE COST 


that fits your requirements 


The Recordak Triplex Microfilmer fea- 
tures Duo-type recording at high-reduc- 
tion ratio! It also photographs documents 
up to 14 inches wide across the full 


width of the film. 


Ps. See the sensational Kodak 
Verifax Printer, now distributed 
nationally by Recordak. It makes 3 
copies of a document in 1 minute... 

* for less than 4¢ each. 
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No question about getting your pictures 
at lowest cost when you go to Recordak. 


For Recordak, you see, has 6 different 
types of microfilmers designed for all requirements, 
all budgets. Thus, you never have to pay for fea- 
tures or refinements which you can’t use profitably. 

If, for example, a Recordak Junior Microfilmer, 
priced as low as $450, will do your job best—we’ll 
tell you so. That’s how we’ve built our business 
through the years. And it’s one of the important 
reasons why Recordak customers have been getting 
more for their microfilming dollar right along. 

So if you want to take 500 pictures a day or 
25,000, get in touch with Recordak now. You'll find 
a microfilmer that’s just right for you .. . and you 
can buy or rent it at surprisingly low cost. Recordak 
Corporation (Subsidiary of Eastman Kodak Com- 
pany), 444 Madison Avenue, New York 22, N. Y. 


Price quoted is subject to change without notice. 


SRECORDEK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to banking systems 


*Recordak”’ is a trade-mark 
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Happy .the banker who needn’t foreclose! 


Do you offer Mortgage Insurance 


Could you stamp a mortgage “Paid in Full” in case a borrower 
died? Or would you face the sorry choice of either taking his 
widow’s home or going along with a bad risk? 

How beautifully Mortgage Insurance answers the question— 
for banker and borrower alike! The borrower knows that by 
adding a small amount to his monthly mortgage payment, he 
will leave his wife a deed instead of a debt...the insurance will 
pay off the entire loan. The banker knows that he'll inherit good 
will, none of the bad feeling that comes in the wake of foreclosures. 

From a human view, from a financial view, there’s nothing else 
like Mortgage Life Insurance. Indeed, many bankers are taking 
it a step further: they’re offering Health and Accident Insurance 
as well. This way, even a borrower’s disability cannot interrupt 
his mortgage payments. 

You can offer both these plans—in a form specially designed 
to fit your operations. Find out how—from FEDERAL, a leader 
in this field for almost fifty years. 


We'll be glad to send you a complete portfolio: description of plans, 
sample forms, customer promotions. Write for Mortgage Plan Portfolio. 


Find out about FEDERAL Mortgage Insurance Plans 


Why you 
should choose 


FEDERAL 


Mortgage 
Redemption Plans 


Proven customer appeal. Nine 
out of ten borrowers having Fed. 
eral Mortgage Insurance request 
similar protection on other loans, 
Planned by bankers them. 
selves. Federal Insurance meets 
the banker’s exact needs—as 
stated by them. Planned by men 
with a long background in the 
mortgage field. 

Custom designed for you. The 
plans Federal recommends to you 
are based on a careful study of 
your operations. 

Completely flexible. Complete 
life protection with or without ac- 
cident and health benefits. Also 
credit insurance for short-term 
loans. 

Claims paid promptly. Checks 
usually air mailed within 24 hours 
of receipt of claim. 

Simplified forms. Easy for your 
customers, easy for you. They add 
little or no detail to your present 
operations. 

All promotional tools. Rate 
charts, plaques, posters, news- 
paper ads—Federal supplies every- 
thing you need. 

Highest rating. Best’s and 
Dunne’s—leading policy-owners’ 
reporting services—give Federal 
their unqualified recommendation. 


LIFE 
PROTECTION 


DISABILITY 
PROTECTION 


JOHN H. CARTON 
President 


HAROLD L. BUCK 


Vice President and Manager, 
Credit Insurance Division 


waa7\— LIFE AND CASUALTY COMPANY 


Wolverine-Federal Tower + Battle Creek, Michigan 
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Interbank Relations in Financing Agriculture 


Analysis of survey made by the Agricultural Commission of the A.B.A. to 

explore the agricultural lending activities of city banks through loan par- 

ticipation programs designed to enable the banking system to provide max- 
imum service to all farmer-borrowers 


Mr. SAVIDGE is secretary of the 
Agricultural Commission of the 
American Bankers Association. 


ships, American banking can 

take care of the full credit re- 
quirements of the country. Loan 
participation between city banks 
and their country bank correspon- 
dents is not new, but it never has 
been used to its fullest effectiveness 
as far as agricultural lending is 
concerned. 

Increased agricultural production 
will be needed to meet the demands 
of a growing population. More cap- 
ital will be required for equipment, 
livestock, farm improvements, and 
the financing of the reorganization 
of farms for increased production. 

Much of the required capital for 
agriculture will have to come from 
banks. The purpose of this study 
is to allow banking to see where the 
opportunities and possibilities lie 
for an increased interbank relation- 
ship in financing agriculture. 


correspondent relation- 


Interbank Financing 


INCREASED CAPITAL NEEDED 
-—Increased amounts of capital are 


needed to raise or even maintain © 


the agricultural output in this coun- 
try. More capital in the form of 
equipment, buildings, livestock, 
seeds, fertilizer, and other improve- 
ments is needed to strengthen the 
productive power of a decreasing 
farm population. 

Between 1940 and 1953, the cap- 
ital investment in agriculture in- 
creased from $41-billion to $124- 
billion. In 1940, the capital invest- 
ment per worker in agriculture was 
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about $5,000 and in 1953 it was over 
$20,000, or a four-fold increase in 
13 years. 

Many factors make large amounts 
of capital essential to successful 
farming. The price of land is high. 
Modern farming requires a high in- 
vestment in machinery and mechan- 
ical power. To use this equipment 
effectively, a larger farm unit is re- 
quired than formerly. Livestock is 
of growing importance and requires 
large investments not only for the 
animals themselves, but also for 
feed, buildings, fences, and other 
equipment. Maintenance and im- 
provement of land have become in- 
creasingly important and involve 
considerable expenditure. 

Capital requirements of farmers 
continue to rise, reflecting increased 
size of farms, higher prices and pro- 
duction costs, and the continued sub- 
stitution of mechanical equipment 
for labor. New capital requirements 
are constantly developing on the 
farm. There are some who believe 


that the amount of capital required 
to own and operate a modern, effi- 
cient farm may be more than one 
individual can be expected to ac- 
cumulate in a lifetime. As one 
farmer put it, “It’s getting so that 
if you have enough money to farm, 
you don’t have to farm.” 
LIMITATION OF LOCAL LOAN 
RESOURCES — As country banks 
are the most important lenders of 
credit to farmers, changes in the 
level of deposits of banks located 
in agricultural areas affect, in part, 
the availability of credit to farmers. 
Loans in some areas increase as 
much as 50% during the heavy lend- 
ing season and deposits may vary as 
much as 50% upward from a sea- 
sonal low point. The problem is fur- 
ther complicated by the fact that 
loans and deposits vary inversely. 
Frequently, banks are called on 
for larger loans than they are able 
to make during the marketing sea- 
son of an agricultural crop. The 
established marketing procedure 


Table 1 


Interbank Agricultural Loans Made—1953 


Number 
Size of Bank 
(Total Deposits) 


(Millions) 


All banks 


1 Less than 1%. 


No. of Loans 


Percentage Distribution 
w/ mat. 
Number Amount 


(1,000 dollars) 


$ 265 


$205 ,330 


\ 
20 300 44 5,214 5 3 
16 1,814 28 99,716 27 49 
16 3,090 11 58,525 46 28 
250 to 500........... 12 1,004 39 37,322 15 18 
500 and over......... 6 443 4 4,288 7 2 
72 6,657 131 | 100 100 
65 


may call for short-term financing 
which not only exceeds the legal 
limit of a country bank, but is so 
great as to constitute an undue con- 
centration in the hands of a few 
borrowers. Their failure or bad 
faith could threaten the solvency of 
the lending bank. 

SPREADING RISKS—tThere are 
agricultural credit needs in which 
the risk element is such that a bank 


would be reluctant to risk a substan- © 


tial percentage of its capital, but 
nevertheless fall within the scope 
of “bankable loans.” Banks and 
other lenders have had some trying 
experiences in the past as far as 
agricultural lending is concerned. 
Methods of spreading risks have 
been developed over the years and 
banks have appreciated, possibly 
more so than other lenders, the ne- 
cessity for doing this. Many banks 
are now participating with one an- 
other in meeting the credit demands 
of agriculture and are thereby re- 
ducing the element of risk. 
MEETING COMPETITION — In- 
terest in new types of credit pro- 
grams is increased during periods 
of economic distress and business 
recessions. However,-during periods 
of prosperity such as experienced in 
the last few years, little is said 
about the need for additional credit 
facilities. If agriculture becomes 
depressed, the proponents of easier 
and more credit for farmers are cer- 
tain to be heard. Greater interbank 
relations in financing agriculture 
should be developed now —a time 
when the pressure for increased 


Government intervention into the 
agricultural lending field is not so 
great. 

The development of Government 
and cooperative lending programs 
for agriculture has come about in 
spite of a stronger and more flex- 
ible banking system. Even with the 
humerous agencies in addition to 
banks lending to farmers today, the 
demand for still further credit fa- 
cilities is certain to come if farm 
income and business activity recede. 
A greater interbank agricultural 
lending program will help forestall 
new credit agencies and programs. 

PROVIDING A FULL CREDIT 
SERVICE —In recent years there 
has been considerable change in the 
pattern of farm investment, with 
real estate assuming a relatively 
less important role. The trend in 
the increasing use of operating 
capital on farms is viewed by many 
as being permanent. 

The demand for intermediate-term 
loans is expanding with the capital 
need for such things as machinery, 
livestock, and conservation improve- 
ments. The repayments on such 
loans should be geared to the pro- 
ductive life of the investment they 
are used to finance. Consequently, 
some adjustments in lending pol- 
icies and procedures will have to be 
made to meet the demands for credit 
on farms. Increased interbank rela- 
tions have unlimited possibilities in 
financing the short- and intermedi- 
ate-term credit needs of farmers. By 
such arrangements, a country bank 
can become as large as any city bank 


Table 2 


Interbank Agricultural Loans Made on Participation Basis—1952 


(By Purpose of Loan) 


City 

Amount | Bank 
of Partici- 

pation 


Loan Purpose Loans | 


(1,000 | (1,000 
dollars) | dollars) 
$10,073 | 
1,549 
285 | 
2,013 


Livestock-feeders. . . . 
Other livestock... . . | 


$4,947 
728 


Farm real estate... . 
Unclassified... ..... 


1,042 | 


$15,209 


144 | 
1,211 | 
247 | 89 | 
647 


$7,766 | $7,443 


| 


Percentage 
Distribution 


Percentage 
| Participation 
Country 
Bank 
Partici- 


pation 


Average 
| City | Country 
Amt. | Bank | Bank 


Loan 


(1,000 
dollars) | 


$5, 132 
815; 14 
141 4 
802 | 22 
3 
395 | 14 


$132,539 
64,542 
35,625 
52,973 
49, 400 
43,416 


100 $86,909 


Size of 


from the viewpoint of service to in- 
dividual borrowers. 

Commercial banks have long pro- 
vided the major share of agricul- 
tural credit used by farmers. Much 
of the required capital for agricul- 
ture in the future will have to come 
from banks, which fact emphasizes 
the need for greater interbank rela- 
tions in financing individual farmer- 
borrowers. Agricultural lending on 
an interbank basis allows the coun- 
try bank to retain the account rela- 
tionship of its farmer-customer and 
permits the local bank to meet prac- 
tically all the agricultural credit 
requirements of its trade area. 

Four general purposes for which 
country banks desire their city cor- 
respondent’s participation in agri- 
cultural loans are: 

(1) Excess lines—by selling a 
participation in agricultural lines to 
the city bank or by the outright sale 
of excess agricultural loans with 
notes and supporting papers for- 
warded to the city bank. - 

(2) Outright purchase of agricul- 
tural loans by the city bank to help 
scale peak lending seasons—by buy- 
ing without recourse a volume of 
notes to be held until the payments 
are made by the farmer (at harvest 
season or when the production cycle 
is complete) and the loans can be 
repurchased by the correspondent. 

(3) Assistance with farm ma- 
chinery paper—by purchasing a per- 
centage participation in all paper a 
correspondent buys from an estab- 
lished farm machinery dealer or by 
the outright purchase of farm ma- 
chinery sales contracts when a cor- 
respondent has reached its limit. 

(4) Agricultural loans in excess of 
the correspondent’s long-run ability 
to serve its community on a year- 
round basis rather than on a sea- 
sonal basis. 


Loan Survey 


Information on the characteristics 
of the agricultural loans made on 
an interbank relationship during 
1953 was assembled through a sur- 
vey conducted by the Agricultural 
Commission of the American 
Bankers Association. City banks 
were selected at random and 72 of 
them cooperated voluntarily in sup- 
plying information on their agricul- 
tural lending activities. The ma- 
jority of these participating banks 
are located in the Middle West and: 
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the South, but this should not be 
interpreted to mean that city banks 
in other regions are not providing 
loan services to their country bank 
correspondents. 

The purpose of the study was to 
provide a basis for a better under- 
standing of the interbank relation- 
ships in financing agriculture and 
to furnish information on the char- 
acteristics of bank loans made to 
farmers on an interbank basis. All 
figures used are estimates based on 
the sample data obtained and in 
no way reflect the picture for the 
country as a whole. 

As Table I shows, 72 reporting 
city banks made 6,657 loans during 
1953 totaling $205,330,000. These 
are the aggregate agricultural loans 
made for their correspondents and 
include excess loans made on a par- 
ticipation basis and those in which 
the country bank did not participate, 
but originated. The largest number 
of loans was made by banks in the 
$100,000,000 to $250,000,000 deposit 
size, whereas about 50% of the dol- 
lar amount of loans were made by 
the same number of banks in the 
$50,000,000 to $100,000,000 deposit 
size. 

Practically all of the 72 reporting 
banks indicated that over 85% of 
the banks carrying balances with 
them served agricultural communi- 
ties. In many instances, all of their 
correspondent banks were in rural 
areas and financing the credit needs 
of farmers and ranchers. 

Banks listed the primary purposes 
of loans made during 1953 and the 
following are given in the order of 
frequency of replies: livestock, crop 
production, machinery, and farm 
and ranch improvements. Livestock 
production and feeding stood far 
ahead of any other loan purpose. 
Other purposes of loans were given 
as follows: general operating ex- 
pense, inventory loans, citrus and 
vegetable production, farm real es- 
tate purchase and expansion, Com- 
modity Credit Corporation cotton 
loans, poultry production, and fer- 
tilizer. Inventory loans were re- 
ported which, in many instances, 
enabled the borrower to carry a 
previous year’s crop for a more fa- 
vorable market. 

In addition, many city banks in- 
dicated that they made commitments 
jointly with country banks to con- 
cerns engaged in purchasing agri- 
cultural products from farmers, and 
to manufacturers and distributors 
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Table 3 
Interbank Agricultural Loans Made on Participation Basis—1953 
(By Size and Purpose of Loan) 


All Livestock- 


Size of Loan Purposes 


Other | 
Feeders | Livestock! | Poultry? | 


Purpose of Loan 


Unelassi- 
fied*® 


Farm Real | 
Estate* 


Produc- 


tion® 


1Includes breeder and range operations for beef cattle and sheep, dairy cattle and hogs. 


2Includes broilers and turkeys. 


8 Includes general operating or seasonal requirements, farm improvements, and machinery. 


#Includes land purchase and refinancing. 


5 Includes combination loans—those made for more than one purpose. 


engaged in selling items farmers use, 
such as feed, fertilizer, and machin- 
ery. Such participations enabled the 
country banks to carry more farm 
paper. 

LOAN PROCEDURE-—tThere are 
several methods by which loans orig- 
inating with a country bank may 
be transferred to a city bank. The 
circumstances of each transaction 
will determine which one of the 
methods is appropriate. 

A brief description of the various 
methods employed by banks in inter- 
bank financing follows. 

(1) The country bank takes the 
entire loan in its name, even though 
the amount exceeds the bank’s legal 
limit. A participation certificate is 
issued to the city bank for that 
share of the loan being sold. The 
collateral is pledged to the country 
bank where it is retained. The coun- 
try bank services the loan and col- 
lects principal and interest pay- 
ments and remits to the city bank 
its portion. 

(2) The loan is written in the 
names of both the country and the 
city bank with separate notes for 
the share that each is to carry. The 
instrument pledging the collateral 
is likewise drawn to indicate the re- 
spective interest that each bank has. 
This procedure is used generally 
when the transaction involves a deed 
of trust or a mortgage which be- 


‘comes a matter of public record. 


Normally, the country bank is re- 
sponsible for servicing the entire 
loan but, in some cases, payments 


are made by the borrower to each 
of the two banks involved. 

(3) The country bank takes all 
notes in its name and transfers all 
or a portion of them to the city 
bank, depending on whether the 
country bank is selling all or only 
part of the loan. If the city bank 
takes the entire loan, it receives all 
of the collateral. If the city bank 
purchases only part of the loan, the 
collateral is shared by the two banks 
in direct proportion to their respec- 
tive interests. The bank to service 
the loan and collect the payments 
will vary, but normally this would 
be done by the country bank as it is 
in direct contact with the borrower. 

(4) In cases where country bank 
borrowers need amounts of credit 
beyond the capacity of these banks, 
they are referred to city banks. If 
the transaction is completed, it is 
essentially a direct loan by the city 
bank. In most situations, city banks 
prefer that their correspondent carry 
a small portion of the loan since, by 
so doing, the country bank will 
watch the borrower’s condition more 
closely. 

About 70% of the banks report- 
ing participate in making original 
credit examinations of the borrower 
and appraisals. In some instances, 
the country bank will service the 
loan while, in other cases, inspec- 
tions are made by the city bank. If 
the latter is done, copies of in- 
spectors’ reports are submitted to 
the country bank. City banks with 
agriculturally trained men on their 
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staffs are in a better position to 
make inspections than those with- 
out them. 

Practically all banks reported that 
they would participate in renewals. 
Forty percent of them limit their 
participation in loans to helping 
country banks meet seasonal loan 
requirements, whereas 60% will par- 
ticipate on a continuous, year-round 
basis. 

FARM EQUIPMENT FINANC- 
ING PROCEDURE — The tremen- 
dous agricultural mechanization 
program of recent years has created 
for many country banks a definite 
need for help in handling farm ma- 
chinery sales contracts. Two situa- 
tions may require city bank partici- 
pation. First, if the country bank is 
carrying dealer paper on a recours« 
basis, the legal loan limitation ap- 
plies to each dealer and, in some 
cases, this amount is not sufficient 
to completely service the dealers’ 
needs. Therefore, the local bank 
must find an outlet for contracts 
in excess of the amount they can 
lend to any single customer. 

Second, the total loan require- 
ments of farm equipment dealers 
may exceed the amount of funds a 
country bank considers it should in- 
vest in one classification of loans, 
even though the bank may be oper- 
ating under a non-recourse-reserve 
program. When this limitation is 
reached, the’ country bank needs as- 
sistance from city banks if it is to 
offer continuous and complete ser- 
vice to dealers. The city bank may 
purchase a participation in all the 


paper a country bank has from an 
established dealer, or the country 
bank may sell contracts outright to 
the city bank after reaching its 
limit. Under this latter plan, the 
city bank establishes a line of credit 
for a dealer for the purchase of his 
notes from the country bank and the 
local bank will submit contracts and 
supporting papers to the city bank 
as received. 

INTEREST RATES AND 
CHARGES — The interest charges 
divided between city bank and cor- 
respondent vary with each institu- 
tion. Most loans are negotiated on 
the basis of the individual applica- 
tion with the rate based on the qual- 
ity of the loan and the borrower’s 
condition. On most loans, the cor- 
respondent gets a split in the rate 
from % to 2%, depending on the 
rate to the borrower. The bank bal- 
ances carried also influence the di- 
vision of the interest rate. Numerous 
combinations of the split in rate 
charged farmers were given in the 
survey, ranging from a city bank 
3%-country bank 1% split to a 5%- 
2% split. 

Very few loans were negotiated on 
a fee basis. Some city banks offer 
an additional 144% to correspondents 
for servicing the loans. As a com- 
mon practice, no fees are charged 
except legal and filing costs or ac- 
tual expense incurred in making the 
individual loans. When such charges 
are involved, they are usually 
passed on to the borrower. 

LOAN REJECTIONS—Reporting 
banks gave many reasons for hav- 


Table 4 


Interbank Agricultural Loans Made on Participation Basis—1953 
(By Maturity) 


City 
Number| Amount | Bank 
of of Partici- 
Loans | Loans pation 


(1,000 
dollars) 


(1,000 
dollars) 
$ $ 80 
6,923 3,164 

3 to 6 months....... 4,084 2,251 
6 to 9 months....... 683 443 
2,460 1,419 

814 409 


175 | $15,209 | $7,766 


1Less than 1%. 
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Percentage 
Distribution 


Percentage 
Participation 


City |Country| Size of 


ao 


ing rejected agricultural participa- 
tion loans during 1953. Insufficient 
credit information was the most im- 
portant factor in declining loans, 
Even when loans were made, this 
factor caused delay in processing 
and approving loan applications, 
Other reasons given for rejecting 
loans follow: financial condition, 
speculative, management record, 
lack of feed, and overextended bor- 
rowings. 


Loan Analysis 


As a part of the survey, banks re- 
ported examples of specific interbank 
agricultural loans made during 1953. 
These loans were divided into two 
categories; namely, those made on 
a participation basis and those in 
which the country banks did not par- 
ticipate due to lending limitations, 
An analysis of 175 participation 
loans was made on the basis of pur- 
pose, size, and maturity, and this 
information follows. 

PURPOSE OF LOAN—As Table 
2 shows, interbank agricultural 
loans were made for a number of 
purposes. The large-scale nature of 
feeder livestock operations is re- 
flected in lending for this purpose, 
which accounted for 43% of the 
number and 66% of the dollar 
amount of loans made on a partici- 
pation basis. The average size of 
loan was $132,539, the highest for 
any type of loan. Seventy-six live- 
stock-feeder loans were made for a 
total of over $10,000,000 with about 
an equal participation between city 
banks and country banks. 

About a fifth of the loans were 
made for production purposes or for 
meeting general operating or sea- 
sonal requirements, making farm 
improvements, and for the purchase 
of farm equipment. These loans 
averaged $52,973. Few loans (only 
3% of the number and 2% of the 
dollar amount) were made for the 
purchase of farm real estate or for 
refinancing existing short-term in- 
Gebtedness. The loans made for 
miscellaneous purposes — including 
combination. loans, or those made 
for more than one purpose—are in- 
cluded in ‘Unclassified.’ 

As shown in Table 2, 175 loans 
were made on a participation basis 
for a total of $15,209,000. City bank- 
country bank participation was 
about equally divided. The average 

(CONTINUED ON PAGE 112) 
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Bank Average 
Partici- 
Maturity pation No. | Amt. | Bank | Bank | Loan 
(1,000 
dollars) 
$ 165 i 2 67 | $245,000 
3,759 16 46 54 247 ,250 
1,833} 34 | 27 45 | 68,067 
240 9 35 45,533 
1,041 32 16 42 43 ,929 
405 9 5 50 54,266 
Al | s7,443| 100 | 100 | m | 49 | $36,009 
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HOW MANY DAIRYMEN 
OWE YOU MONEY? 


Should they get out or stay in the dairy busi- 
ness? The beef men faced a similar problem 
not long ago. Those who stayed in and fol- 
lowed te breeding, good management, and 
good feeding practices made money and 
promptly paid their loans. You can help the 
dairyman do the same thing. 


The dairyman can’t control the price he gets 
for his product; but he can help do a lot about 
the cost of producing it. Good breeding, good 
management, and good feeding practices will 
go a long way towards reducing his cost of 
production and keeping him profitably in the 
dairy business. 


there are 3 things dairymen can do 
to cut cost and boost dairy profits 


1. CULL THE POOR PRODUCERS 


Much of the blame for today’s dairy 
troubles can be put on the shoulders of 
the poor producing cow. She puts 5,000 
Ibs. of milk on the market a year. This 
milk has already lost the farmer money. 
This 5,000 Ibs. of non-profitable milk 
(multiplied by the thousands of 5,000 
Ibs. producers) floods the market and a 
surplus is created. Prices are forced down 


and the dairy farmer is in trouble. Yet 
through all this, the border cow eats 
every day, reproduces another poor 
milker while the farmer continues to milk 
away his profits. 

It’s true that culling the herd and im- 
proving the breed won't solve the dairy- 
man’s problems overnight but, it is a 
step that should be taken. 


2. BOOST PRODUCTION OF HIS GOOD COWS 


A cow today must produce 7,000 Ibs. of 3.5% milk (245 lbs. fat) to pay for its keep. 
HERE IS A CHART THAT ILLUSTRATES THE POINT: 


Milk Production Milk Per Cow 


Per Cow Per Year 
5000 Lbs. 


7000 Lbs. 
9000 Lbs. 
11000 Lbs. 
13000 Lbs. 


You can see from the chart that a cow 
giving 5,000 lbs. of milk a year or a 17 
lbs. average per day for ten months is 
not profitable. Every cent the farmer 
spends on feed for that kind of produc- 
tion is lost. $15.00 profit over feed cost 
for the year won't pay for the investment, 
labor, housing, etc. Even the 7,000 lb. 
cow is not too profitable. (See chart) 
Overhead, plus a vet bill or two, and the 
$58.00 is used up. 


675-8 
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Per Day for 300 Days 


Milk Profit Over 
Feed Cost if Milk Sells 
For $3.00 per cwt. 


Feed Cost Per 100 
Lbs. of Milk 


Good cows, fed properly, will produce 
10,000 to 12,000 Ibs. or more milk a 
year. And as you can see from the chart 
above, that’s when the farmer gets his 
greatest profit over feed costs. 


3. HE CAN CUT FEED COSTS BY: 


a. Buying only what is necessary to 
balance up the ration for high 
production. 

b. Cutting down on grain feeding and 


getting more milk out of roughage. 
By feeding MurPHy’s CuT-Cost Con- 
CENTRATE FOR Dairy CATTLE plus his 
own roughage with some grain and CuT- 
Cost CONCENTRATE the dairyman in 
Wisconsin, Michigan and Minnesota is 
saving money. We believe it will save 
money for dairymen everywhere. 


HERE IS MURPHY’S SPECIAL HIGH 
ROUGHAGE LOW COST DAIRY 
FEEDING PROGRAM: 


1. NO MIXING REQUIRED— 
Feed each cow a cupful (10 ounces) 
two times each day ot MuRPHyY’s CuT- 
Cost CONCENTRATE FOR Dairy CAT- 
TLE. In addition, provide good past- 
ure, MURPHY’S MINERALS, plain salt, 
clean water. Feed 2 to 5 pounds grain 
per cow per day, if available. When 
pasture is short or begins to burn up, 
feed hay or silage in addition. 


2. IF YOU PREFER A MIXED 
RATION— 

Feed each cow daily: 5 to 8 pounds of 

the following 13% dairy ration made 

with 1700 lbs. ground grain (mixture 

of corn, oats or barley). 

300 lbs. MurpHy’s Cut-Cost Con- 

CENTRATE FOR DAIRY CATTLE. 

Also, self-feed MuRPHY’s MINERALS, 

plain salt and clean water. Feed hay 

or silage when pasture is short. 
THE MURPHY FEEDING PROGRAM will 
cut feed costs and improve herd health... 
fortify and energize farm feeds with the 
essential proteins, minerals, and vitamins 
needed for good production, long lacta- 
tion, longer life, and better calves. Switch 
to MurpHy’s and lower your feed cost. 


MURPHY PRODUCTS CO. 


BURLINGTON, WISCONSIN 
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Small Farmer a First Class Risk 


This is the first in a series of two 
articles by Mr. GOEBEL, who is farm 
loan officer of The Parkersburg (W. 
Va.) National Bank. The second will 
include some examples of small farm 
operators and how commercial banks 
can assist them. 


1 industry. How often does 

that statement appear in farm 
publications, news releases? How 
often is it heard on farm radio pro- 
grams and in talks before farm 
groups? And yet what is new or 
news about that? When wasn’t ag- 
riculture the nation’s No. 1 busi- 
ness? 

In years past it was a bigger bus- 
iness proportionately than it is to- 
day. At one time 75% of our people 
looked to the land for a livelihood. 
With the advent of mechanized farm- 
ing, agriculture was placed upon a 
so-called business basis. It has been 
commercialized. In so doing the em- 
phasis has been put on the commer- 
cial aspects of farming— it’s big- 
ness. Farm ‘ads set forth a multi- 
tude of formulas for increased pro- 
duction and higher profits in terms 
of how many acres you can plow 
in a day or how many cows you can 
milk in an hour. Examples of mod- 
ern efficiency on the farm never fail 
to show the “large operator” sur- 
rounded by gleaming streamlined 
metal buildings, intricate machinery, 
and expensive equipment. 


Everything Big—But Profits 


Everything today about farming 
is big—except profits. A recent sur- 
vey in New York State set $30,000 
as the amount of capital required 
for a beginner in the dairy business. 
That must have frightened a good 
many young men. This constant 
reference to commercialized farmin~ 
—the “big operator”—big capital re- 
quirements, the ceaseless harping 
on everything that’s big about farm- 
ing, must certainly frighten a good 
many others. 

Yet it need not. The backbone of 
American agriculture is still the 
family-sized farm. But agriculture’s 
public relations has never honestly 


induat is the nation’s No. 
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FRANK L. GOEBEL 


presented the case for the small 
farmer. Just what is a small farmer? 
What is his contribution to the na- 
tional economy? Here are a few 
observations made over a period of 
20 years while lending him money 
for every conceivable purpose. 

To begin with, you cannot always 
distinguish the small farmer from 
his commercial brother by the size 
of the farms they operate. There are 
commercial poultry enterprises op- 
erated on a few acres of land with 
investments of from $15,000 on up. 
The commercial farmer refers to his 
“operation” his “business” or to his 
“plant.”” The small farmer is simply 
afarmer. About the only thing they 
have in common is the size of their 
profits—they are both small. 


Small Farmer Usually Solvent 


From an investment point of view 
the small farmer is much the better 
off and usually he is solvent. The 
small farmer’s plan of operation, 
method of farming, size and source 
of income are as varied as the weath- 
er he gambles with from day to day. 
He differs from his commercial 
brother in that whatever he does is 
always on a small scale. If he sells 
milk it is usually from a herd of 
12 to 15 cows—sometimes less. If 
he sells eggs, he may keep a flock of 
from 300 to 500 layers. Sometimes 
you will find 40 or 50 sheep on his 
60 acres. Now and then you will 
find a few dairy cows, half a dozen 
beef animals, and 40 or 50 sheep on 
the same farm, along with several 
hives of bees. 

In addition, some small farmers 
keep a part-time job. Where the com- 
mercial farmer has specialized, the 
small farmer has diversified. It is 
not unusual to find a small farmer 
on a large farm. Acreage is no cri- 
terion. 

The investment of capital itself is 
the real criterion. There is also 
another difference equally notice- 
able. The one is primarily interested 
in farming as a business—for profit. 
The other is on the land to earn a 


livelihood. It is not difficult today 
to find dairy farms where upward 
of 30 cows are being milked and the 
local store supplying oleo for the 
family table. 

Not long ago we visited a farm 
which grossed $25,000 last year and 
the owner told us frankly that there 
had not been a garden on the place 
since 1940. On this farm, as on many 
another, specialization has taken 
over. It operates like an assembly 
line in an up-to-date industrial plant 
and the farmer is much like his city 
cousin, buying more of his needs 
from year to year and having much 
less security and independence than 
he would have you believe. 


Provides Own Security 


But your small farmer is quite 
another story. His own needs come 
first. He provides his family with 
milk, butter, eggs, meat, vegetables 
—in short, he is still making his liv- 
ing from the land and with a min- 
imum of capital. Actually it is amaz- 
ing to find how small an investment 
many of these people have in their 
little enterprises and what large 
dividends they reap from their own 
labor. The small farmer operating 
well within his means can yet boast 
security and independence, and when 
have you ever heard him screaming 
for subsidy? 

Creditwise the small farmer is a 
first class risk. His farm income is 
small but, more often than not, it 
is supplemented by outside income, 
either full- or part-time. Many of 
these men keep full-time jobs and 
commute as far as 40 miles to their 
employment doing their farming 
after hours, week-ends, and aided 
by others in the family. This is a 
practice definitely on the increase 
and it is a wise one. It gives the 
family every advantage of country 
living with all its opportunity for 
providing a living plus a steady 
source of income. Small farmers in 
this class are secure and indepen- 
dent and their number is legion. For 
them, mechanized equipment has 
proven a blessing. It is this seg- 
ment of our rural population that 
is deriving the benefits of all the 
innovations that have modernized 
agriculture. 

Most small farmers own their own 
farms. Those who have a farm 
mortgage debt are not in trouble. 
With even a limited off-farm income 
they are able to reduce their mort- 

(CONTINUED ON PAGE 74) 
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Now FREE Book tells how 


Monroe offers you free/—a professional manual every 
bank can put to profitable use. It tells you how to use 
the Monroe Balance Scheduling Machine with Auto- 
mation* in your instalment credit system: a practical 
accounting method with a degree of automatic oper- 
ation never before possible! 

Here’s an informative booklet packed with useful, 
money-saving information. Procedures for automatic 
balance scheduling accounting are carefully detailed. 
An outline of an entire loan system is included. Various 
accounting records are well illustrated; for example, 
cards are reproduced to show the actual work done 
on a loan. 

Bankers everywhere have found this Monroe manual 
practical, complete. Monroe has reserved a copy for 
you free of charge. Just mail the coupon. 


MONROE 
know . . prefer 
CALCULATING, ADDING, ACCOUNTING MACHINES 
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*Automation—The Monroe exclusive that makes balance 
scheduling completely automatic. Once the operstor sets the 
starting date and payment on the keyboard, the entire 
scheduling operation is completed automatically without: 
requiring the operator's further attention. 


Monroe Calculating Machine Company, Inc. 
Publications Dept., Orange, New Jersey 


Please send booklet on Instalment Credit Accounting Methods. 
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Uniform Commercial Code (VIII) 


The code follows A.B.A.-recommended statute requiring cus- 

tomer to prove actual damage to his credit where bank wrong- 

fully dishonors his check, but includes damages for any arrest 
or prosecution under bad check law 


THOMAS B. PATON 


This is the last in a series of ar- 
ticles by Mr. PATON in which he dis- 
cusses the effect of the Uniform 
Commercial Code upon the statutes 
and forms drafted and recommended 
by the American Bankers Associa- 
tion. The author is assistant general 
counsel of the A.B.A. and secretary 
of the Committee on State Legis- 
lation and of the Subcommittee on 
Uniform Commercial Code. 


Bankers Association drafted and 

recommended its “Non-Payment 
of Check Through Error Act” for 
the protection of the bank against 
liability for wrongful dishonor of the 
check of its customer claiming sub- 
stantial damages for injury to his 
credit. To date, this statute has been 
enacted in recommended or modified 
form in 25 states, Alaska, and Ha- 
waii. It is designed to correct an 
unjust rule of the courts that where 
the drawer is a merchant or trader 
the bank is liable for substantial 
damages without proof of actual 
damage. 

Courts proceeded on: the theory 
that the dishonor of a check im- 
puted insolvency, dishonesty, or bad 
faith to such a drawer and must 
necessarily result in material injury 
to him. Some courts therefore held, 
in the absence of statute, thet the 
law would conclusively presume sub- 
stantial damage without the neces- 
sity of proving actual damage. 


A.B.A. Statement 


The A.B.A. statement recommend- 
ing this statute reads in part: “. . . 
probably in the majority of instances 
where a customer’s check is refused 
payment through error the mistake 
is promptly corrected, an explana- 
tory letter is written by the banker 


Tr the year 1914, the American 


72 


and no actual damage results to the 
customer. The application of the 
rule, therefore, works an injustice 
to the bank which is often mulcted 
in damages out of all proportion to 
the imaginary injury inflicted, not 
infrequently at the suit of a cus- 
tomer who has been in the habit of 
making overdrafts, but who in the 
particular instance has a small bal- 
ance to his credit.” 

For purpose of easy compari- 
son, the pertinent provisions of the 
Uniform Commercial Code dealing 
with this subject and the text of the 
foregoing A.B.A. statute, which the 
code would repeal and replace, are 
as follows: 

A.B.A. Non- Payment of Check 
Through Error Act: 

No bank or trust company doing 
business in this State shall be liable 
to a depositor because of the non- 
payment through mistake or error 
and without malice of a check which 
should have been paid unless the 
depositor shall allege and prove ac- 
tual damage by reason of such non- 
payment and in such event the li- 
ability shall not exceed the amount 
of damage so proved. 

Uniform Commercial Code: Sec- 
tion 4-402. Bank’s Liability to Cus- 
tomer for Dishonor. 

A payor bank is liable to its cus- 
tomer for wrongful dishonor of an 
item but where the dishonor occurs 
through mistake its liability is lim- 
ited to the actual damages proved 
including damages for any arrest or 
prosecution of the customer (Italics 
mine). 

In comparing the above drafts, it 
is clear that §4-402 offers banks sub- 
stantially the same protection af- 
forded by the A.B.A. draft; namely, 
that the drawer is required to prove 
that actual damage occurred. The 
official comment in the code by its 
sponsors confirms this by stating 
that: 


“The merchant or trader is placed 
upon the same footing as any other 
drawer, and in all cases the damages 
recoverable are limited to those actually 
proved.” 


Serious Innovation 


Up to this point the code pro- 
vision deserves commendation, but 
what explanation can be offered for 
the phrase “including damages for 
any arrest or prosecution of the cus- 
tomer’? 

Here, indeed, is a serious innova- 
tion in statutory law involving an 
important legal principle. In any ac- 
tion against the bank for wrong- 
fully dishonoring a check, resulting 
in arrest or criminal prosecution of 
the drawer, the court must first de- 
termine whether such dishonor is 
the “proximate cause” of the in- 
jury. Although the term “proximate 
cause” has been defined, there is 
scant authority on this particular 
issue. In each case the question 
must be tested upon its own par- 
ticular facts. 

Although there are two decisions 
to the contrary, involving circum- 
stances showing the bank was de- 
liberately consulted before prosecu- 
tion, the better reasoned ones hold 
that the independent act of the bank 
in dishonoring the check is not the 
proximate cause of the arrest or 
prosecution. 


Some Comfort to Banks 


Excerpts from these cases that 
are persuasive on this point and that 
give some comfort to banks are as 
follows: 

“When defendant bank refused 
payment of plaintiff’s check, the nat- 
ural consequence to be expected was 
that the person or bank which had 
parted with money, or something of 
value, on the faith of the check would 
immediately notify plaintiff of its 
dishonor and demand payment. Is 

(CONTINUED ON PAGE 74) 


BANKING 


a “Banker's Bank”? 


Accuracy that joins 
1,000,000 parts of a 
forty-story building, 
straight and true to the 
last fraction of an inch. 


ACCURACY 


Accuracy that takes 
$30,000,000 a day 

in correspondent business 
in stride — without 

an error of a penny. 
That’s what makes 

a “Banker’s Bank.” 


This is 
your Republic! 


NATIONAL BANK of Dallas SURPLUS $50,000,000 
LARGEST 


IN THE SOUTH 
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(CONTINUED FROM PAGE 72) 

it reasonable to suppose such person 
or bank would immediately procure 
the arrest of plaintiff under such 
state of facts without some attempt, 
at least, to permit plaintiff to make 
explanation or restitution? We an- 
swer no! Every day of every week 
such mistakes occur, but arrests are 
not made without investigation. The 
statute we have referred to” (nulli- 
fying the prima facie case of intent 
to defraud if the check is made good 
within five days after notice of non- 
payment) “contemplates a method 
of procedure which would prevent 
hasty, precipitate, and uncalled for 
arrests under such circumstances... 
We are unable to discover either by 
reason or human experience how the 
act of the Dexter (payee) bank in 
causing plaintiff’s arrest can be con- 
sidered in any other light than an 
independent, intervening cause or 
force, not constituting a link in the 
chain of events which might and 
ought to have been expected to fol- 
low in the wake of defendant’s act 
in refusing payment of plaintiff’s 
check. We believe the principle an- 
nounced in the able opinion of the 
California Supreme Court in Hart- 
ford v. Bank, supra, correct, and 
we adhere thereto.” (Waggoner v. 
Bank of Bernie (1926) 220 Mo. App. 
165, 281 S.W. 130). 


“Independent Human Agency" 
“Tt did not necessarily follow that 

plaintiff would be arrested and 

charged with a felony because of the 


bank’s act. There was no direct 
causal connection between the two 
things. There was an interruption 
and the intervention of an entirely 
separate cause, which cause was an 
independent human agency, acting 
with an independent mind. We think 
this proposition to be so plain as 
not to demand amplification, ... ” 
(Hartford v. All Night and Day 
Bank (1915) 170 Cal. 538, 150 Pac. 
356, L. R. A. 1916A, 1220). 

Does Section 4-402 of the code 
place a bank in a dilemma every time 
it returns a check for insufficient 
funds or with a slip marked “no ac- 
count?” Does it mean that in case 
of any arrest or prosecution of the 
customer the bank wrongfully dis- 
honoring his check can be held li- 
able? Can it be shown that in fact 
the dishonor was not the proximate 
cause of such arrest or prosecution? 

The intent of the code sponsors is 
indicated by this official comment. 
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which, referring to the above deci- 
sions, reads: 

“The provision rejects decisions 
holding that the dishonor of a check 
is not the proximate cause of the 
arrest or prosecution of the drawer.” 
It is therefore submitted that §4-402 
literaliy interpreted may place an 
unreasonable burden upon the banks 
and make their position all the 
more difficult and hazardous in view 
of the enactment in all states of the 
Bad Check statutes. In most of these 
states convictions of bad check pass- 
ers are made easier by a provision 
in the statute that the dishonor of 
a check is presumptive evidence of 
the drawer’s knowledge of insuffi- 
ciency of funds and of his intent 
to defraud. 

While this provision shifts the 
burden of proof upon the drawer to 
show that he is innocent of the 


Small Farmer 
a First Class Risk 


(CONTINUED FROM PAGE 70) 


gage steadily without looking to 
farm income for principal or inter- 
est payments. Money borrowed for 
the purchase of seed, feed, live- 
stock, etc., is generally reduced on 
a monthly basis, and, knowing that 
income prospects are small, they are 
in a habit of keeping these debts 
well within their ability to handle 
them. They farm on a small scale 
and they borrow small amounts. 

Rarely will you find a small farmer 
unable to secure a reasonable amount 
of credit from his own local com- 
mercial bank. Small loans to indus- 
trious and thrifty families intent on 
producing their own living are safe 
and sound. Banks can and do ren- 
der these people and the nation an 
invaluable service by helping them 
establish themselves on these small 
farms where their efforts, and a 
minimum of capital, provide a de- 
cent living. 

What is their contribution to the 
national economy ? Statistics are not 
always reliable nor are they always 
honestly interpreted. There is no 
way of knowing what percentage of 
the gross national agricultural prod- 
ucts comes from the efforts of these 
small farmers. Suffice it to say that 
the output of the commercial farm 
is grossly overrated. Furthermore, 
agriculture and the entire national 


crime, in several of the states the 
statute precludes criminal prosecu- 
tion by allowing the drawer to pay 
the check within a certain period of 
time. In Pennsylvania, for example, 
where the Uniform Commercial Code 
became effective on July 1, 1954, the 
drawer is entitled to make restitu- 
tion within 10 days after notice of 
nonpayment. 

Such a provision indicates that 
proper investigation is expected be- 
fore arrest of the accused. Such in- 
vestigation normally results in dis- 
covering the bank’s error and no 
arrest results. 

This discussion is another illus- 
tration showing the need for care- 
ful study and correction of the code 
before approving its enactment. Sec- 
tion 4-402 needs clarification by 
eliminating the objectionable refer- 
ence to arrest and prosecution. 


economy suffer from periodic over- 
expansion on the part of the so- 
called commercial operator who in- 
curs too much debt and has too little 
resistance to high powered sales 
talk. 


Two Basic Factors 


Despite all the modernization that 
has taken place in the nation’s larg- 
est industry, two basic factors re- 
main unaltered which set this in- 
dustry apart from all others and 
no amount of capital or machinery 
will change them. The weather 
makes uncertain what farmers pro- 
duce, and no farmer puts the price 
on the product of his labors. With 
the present drastic cut in farm 
prices, many farmers on large com- 
mercial farms, with the correspond- 
ing heavy debt, are in for trouble. 
High operating costs continue. 

Over-expansion in land, buildings 
and machinery have piled up an 
enormous debt and steadily it in- 
creases. Here again it is the small 
farmer who lends stability to the 
whole farm economy. He continues to 
produce his living from the land. 
He has his problems and his debts, 
true, but compared with the com- 
mercial operator they’re small and a 
price break will not starve him out. 

Young men should not be fright- 
ened by all the big talk about big 
farming and the mint of money it 
takes to operate a farm. Perhaps 
we should hear more of the “‘little 
farmer” and his accomplishments. © 
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EVERYBODY BENEFITS 


when the kitchen-laundry equipment in a mortgaged home is General Electric 


More liquid property. The house 


— a modern G-E Kitchen- More stable values. General Electric equip- 
undry is easier to re-sell. That 4 ment is dependable. For example: today there 
because women want an efficient are more than 3,500,000 G-E Refrigerators in 
G-E Kitchen-Laundry in the home use 10 years; some for 15 and 20 years. 


The homeowner with a 

General Electric Kitchen- 

Laundry has a truly up-to- 

date house, one he’s proud 

tomaintain, thus protecting Preferred values. 55 out of every 100 More willing to meet payments. 

your interests. women say they believe General Electric The homeowner and his family ap- 
makes the best household appliances. preciate the timesaving and work- 
These are figures from impartial national saving G-E appliances, take more 


surveys. pride in their investment. 


Lower operation and maintenance 
costs of General Electric kitchen and 
laundry appliances can help to offset 
the home buyer’s monthly payments. 


How many institutions are now financing General Electric Kitchen-Laundry equipment 


The new home and the “Packaged Mortgage.”” When Remodeled houses and the Open-end Mortgage. The 
G-E equipment is included in a long-term “‘Packaged same favorable, low monthly repayment terms are 
Mortgage,” the monthly added cost to the mortgage offered by including the value of the G-E Kitchen- 
is no more than that for a typical telephone bill. Laundry equipment in the existing mortgage. 


By making these most favorable repayment terms available, the homeowner is not obligated 
to heavy, short-term loans which may interfere with the regularity of mortgage payments. 


GENERAL ELECTRIC 


July 1954 
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The Retention and Destruction 


of Bank Records—1954. 


JOHN R. VINCENS 


The author, a member of the New York City and 
Boston Bars, is on the American Bankers Association 
legal staff and is assistant secretary of the Associa- 
tion’s Committee on State Legislation. His current ar- 
ticle supplements the series of articles on the bank 
records problem which he wrote for BANKING in 1950 
and 1951. Copies of the third reprinting of these ar- 
ticles in the form of a pamphlet, The Retention and 
Destruction of Bank Records, are now available at cost 
from the Committee on State Legislation. 


ANKS in Alaska and Hawaii and in every state but 
Colorado now have some form of legislation to 
assist them in solving their record retention 

problems. 

These laws are of three common types. The following 
tables contain brief descriptions of each type of law 
and show which states have enacted each type. 


Micrormm legislation,” so-called, is designed to give 
photographic copies of records the legal force and 
effect of original records, so that they may take 
the place of records destroyed by war or other ca- 
lamity, or destroyed intentionally in order to save 
space. Such laws have now been enacted in 46 states, 
Alaska, and Hawaii, and by the Congress for use in 
the Federal courts. 

In the table below, the statutes marked * apply spe- 
cifically to bank records. Of these, the statutes of 
Alabama, Alaska, Arizona, Kansas, Louisiana, Missis- 
sippi, Nevada, New Mexico, North Carolina, Oklahoma, 
and Vermont substantially follow the provisions of the 
A.B.A. Model State Banking Code. 

The other statutes listed in the table apply to 
business records generally. Such statutes in the follow- 
ing 27 states constitute enactments of the Uniform 
Photographic Copies of Business and Public Records as 
Evidence Act: Alabama, Alaska, California, Florida, 
Georgia, Hawaii, Idaho, Iowa, Kansas, Kentucky, Mary- 
land, Massachusetts, Minnesota, Montana, Nebraska, 
New Hampshire, New Jersey, New York, North Caro- 
lina, North Dakota, Oklahoma, Pennsylvania, South Da- 
kota, Virginia, Washington, Wisconsin, and Wyoming. 

The Uniform Act has been construed in some quarters 
as forbidding the destruction, after microfilming, of 
records of trust departments. The A.B.A. Committee 
on State Legislation has suggested that, in any state 
where the Act is so interpreted, there be enacted a 
clarifying amendment or additional legislation pat- 
terned upon the provisions of the Model State Banking 
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Code. 


Such amendments have been enacted in Cali- 


tornia and Minnesota. 


ALABAMA 
ALASKA 
ARIZONA 
ARKANSAS 


CALIFORNIA 
CONNECTICUT 
DELAWARE 


KENTUCKY 
LOUISIANA 
MARYLAND 
MASSACHUSETTS 


MICHIGAN 
MINNESOTA 
MISSISSIPPI 
MISSOURI 
MONTANA 
NEBRASKA 
NEVADA 

NEW HAMPSHIRE 
NEW JERSEY 


NEW MEXICO 
NEW YORK 


NORTH CAROLINA 
NORTH DAKOTA 
OHIO 
OKLAHOMA 
OREGO 
PENNSYLVANIA 
RHODE ISLAND 
SOUTH CAROLINA 
SOUTH DAKOTA 
ESSEE 


Acts 1951, No. 23; Acts 1953, No. 247* 

Laws 1951, Chap. 22; Chap. i129 §2. _ 

Code Ann. (1952 Cum. Supp.) §23-314 

Stat. —_ (1947) §§16-501—16-504; (1953 Supp.) 
§28-93 

Code Civil Proc. Ann. (1958) §§1953i—19531 

Gen. Stat. (1949) §§8887—8889 

Code Ann. (1953) Tit. 10 §4310 

Stat. Ann. (1963 Supp.) §§92.35, 658.11* 

Code Ann. (1951 Supp.) §38-710 

Laws 1951, No. 104 

Code (1953 Supp.) §§$9-417—9-419 

Stat. Ann. (1953 Supp.) §107.069 

Stat. Ann. (1953 Supp.) §§2-1649—2-1651 

Code Ann. (1953 Supp.) §§528A.1—528A.5* §622.30 

Gen. Stat. Ann. (1953 Supp.) §9-1121* ; §§60-2854a 
—60-2854c 

Rev. Stat. (1953) §§422.105, 422.106 

Stat. Ann. (1951) §6:69*; (19538 Supp.) §13.3738 

Ann. Code (1951) Art. 35, §§68, 69. 

(1953 Supp.) Chap. 283, §§77*, 79A*, 
79D, 79E 

Stat. Ann. (1953 Supp.) §§27.902(1), 27.902(11) 

Stat. Ann. (1953 Supp.) §600.135 

Code Ann. (1952 Supp.) §5278-01* 

foe. Stat. (1952) §§109.120. 109.130, 490.250 
Rev. Codes Ann. (1953 Supp.) §§5-1050—5- 1054°; 
$§93-801-5, 93-801-6 

Rev. Stat. (1953 $$8-1,111—8-1,115*; 
$§25-12,112—25,12,1 

Laws 1953, Chaps. 276* 

Laws 1951, Chap. 

Stat. Ann. §$17:9A-247; (1953 Supp.) 
$17 :9A-248* ; (1952) §§2A :82-88—2A :82-40 

Stat. Ann. (1951 Supp.) §50-608* 

Banking Law Ann. (1953 Supp.) §128*; (1950) 
§$256* ; Civil Practice Act (1953 Supp.) §374-b 
Gen. Stat. (1953) $§8-45. 1—8-45.4; (1950) §53-58*; 

(1953 Supp.) §53-110* 
Laws 1951, Chap. 216 
Rev. Code (1963) $§1105.07*, 2317.40, 2317.41 
ye Ann. (1953 Supp.) Tit. 12, §§521-523 ; Tit. 6, 


§277* 
Rev. Stat. (1953) §41.720 
Stat. Ann. (1953 Supp.) Tit. 7, §§321a*, 321b* 
Laws 1948, Chap. 2087. 
Code Ann. (1952) §26-103 
Code (1952 Supp.) §36.1003 
Code Ann. (1952 Supp.) §§9773.12, 9773.13 
Civil Stat. Ann. (1947) Art. 342-1 13* 
Code Ann. (1953) 78- 25-16 
Acts 1951, No. 187*; Acts 1958, No. 138 
Code (1952 Supp.) §§8-279, 8-279.2 
Rev. Code ; 
Supp.) §5.44. 
Code Ann. §$3190(1)* 
Laws 1951, Chap. 39*; Laws 1951, Chap. 284 
Comp. Stat. Ann. (1958 Supp.) §§$8-3182—3-3135 
28 U.S.C.A. (1953 Supp.) §1782(b) 


(1958 


Texas law merely banks to retain “facsimiles,” 


including microfilms of or 


period 


nal records, during a statutory 10-year 


Tue A.B.A.-recommended Final Adjustment of State- 
ments of Account statute provides that, if a depositor 
does not object to a statement of his account for five 
years after it is rendered, it will be presumed correct 
and he will be barred from questioning its correctness. 
The statute thus makes it unnecessary thereafter to 
retain records to support the account as stated. It may 
be seen from the following list that the recommended 
time limit has been modified in 11 of the 19 jurisdic- 


tions which have enacted the statute. 


Alabama Acts 1948, No. 128 
Alaska Laws 1951, Chap. 129 §3.109 
Arizona Code Ann. (1952 Cum. Supp.) §51-530 


Five years 
Five years 
Six months 
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Connecticut Gen. Stat. (1949) §5798 Seven years 


Florida roa Ann. (1958 Supp.) §659.35 Three years 
Idaho Code Ann. (1953 Supp.) §26-1015 Three years 
Indiana Stat. Ann. _——. fas (d) Six years 
Louisiana Stat. Ann. (1951) §6:3 Five years 
Maine Laws 1949, Chap. 5 Six years 
Mississippi Code ‘Ann. 1968 Supp.) §5278-11 Five years 
New Jersey Stat. Ann. (1953 Supp.) §§17:9A-229.1— 

17 :9A-229.5 Six years 
New Mexico Stat. Ann. (1941) §§50-1010, 50-1011 Five years 
North Carolina Gen. Stat. (1950) §53-75 Five years 
Oklahoma Stat. Ann. (1953 Supp.) Tit. 6, §118s Five years 
Pennsylvania Stat. Ann. (1953 Supp.) Tit. 7, §321c Seven years 
Texas Civil Stat. Ann. (1948) Arts. 342-707, 5527 Four years 
Utah Code Ann. (1953) — Six years 
Vermont Acts 1953, No. 126 Six years 

Five years 


Wisconsin Stat. (1947) §220. 196 


Tue following table has been prepared with the co- 
operation of the bank commissioners of those states 
which have statutes requiring the retention of bank 
records for some fixed period. 

The table indicates that eight of the 25 retention 
laws now in force follow the provisions of the Model 
State Banking Code, permitting the bank commissioner 
to fix different retention periods for different types of 
records. At this writing, it appears that official re- 
tention schedules actually have been promulgated by 
the bank commissioners of five of these jurisdictions 
(Georgia, Indiana, Mississippi, New Mexico, and North 
Carolina) and by the bank commissioner of Wisconsin 
under a statute authorizing him to permit the destruc- 
tion of “obsolete” records. 

While some of the retention laws are specifically 
applicable to national banks, this is not indicated in 
the table, since the Comptroller of the Currency has 
given his opinion that all national banks should retain 
or destroy their records in accordance with the laws 
of the states wherein they are located. 

The footnotes to the table indicate the manner in 
which the retention statutes are affected by the micro- 
film statutes listed in Table I. In consulting them, it 
should be borne in mind that the table does not take 
into account specific provisions of law making the 
admissibility of microfilm copies dependent upon the 
manner, time, or purpose of their making, nor the pos- 
sible existence of state and Federal laws and regula- 
tions requiring the preservation of various types of 
records of concern to agencies other than banking de- 
partments. No record destruction program should be 
undertaken without advice of counsel. 


ALABAMA. Acts 1958, No. 247. 
ings banks, and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors: capital stock ledger; capital 
stock certificate ledger or stubs; general ledger; daily state- 
ments of condition: general journal; investment ledger; 
copies of bank examination reports.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 

ALASKA. Laws 1951, ¢.129 §2.115. Applies to banks 
and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capital stock ledger; capital 
stock certificate ledger or stubs; general ledger; daily state- 
ments of condition; general journal; investment ledger; 
copies of bank examination reports.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records’ 

FLORIDA. Stat. Ann. (1953 Supp.) §658.11. 
to banks and trust companies. 

(A) Retain permanently: Ledger sheets.’ 


Applies to banks, sav- 


Applies 
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(B) Retain for ten years from January 1, following 
making or filing: All other records.’ 

GEORGIA. Laws 1953, No. 142. Applies to banks, sav- 
ings banks, and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capital stock ledger; capital 
stock certificate ledger or stubs; general ledger; daily state- 
ments of condition; general journal; investment ledger; 
copies of bank examination reports.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 

HAWAII. Laws 1951, No. 103. Applies to banks, savings 
banks, and trust companies. 

(A) Retain permanently, or for period prescribed by 
banking department: Minute books of meetings of share- 
holders, directors, and executive committee; capital stock 
ledger; general ledgers; trust ledgers.” 

(B) Retain for ten years from January 1, following 
making or filing, or for period prescribed by banking ‘de- 
partment: All other records.’ 

INDIANA. Stat. Ann. (1950) §§18-515—18-520. Applies 
to banks and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capital stock ledger; capital 
stock certificate ledger or stubs; general ledger; daily 
statements of condition; general journal; investment 
ledger; copies of bank examination reports.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 
IOWA. Code Ann. 

Applies to banks. 

(A) Retain permanently: Ledger sheets showing unpaid 
balances in favor of depositors.’ 

(B) Retain for eleven years from January 1, following 
making or filing: All other records.’ 

LOUISIANA. Stat. Ann. (1953 Supp.) §13.3733. Applies 
to any business. 

(A) Retain for five years from December 31 of year in 
which claim arose or tax or report was due: Records per- 
taining to any claim, tax, or report due the state or any 
of its agencies.’ 

MAINE. Laws 1949, c.57. Applies to banks and trust 
companies. 

(A) Retain for six years from rendition of account: 
Records relating to uncontroverted statements of account.’ 

MISSISSIPPI. Code Ann. (1952 Supp.) §5278-01. Ap- 
plies to banks, savings banks, and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capita] stock ledger; capital 
stock certificate ledger or stubs; general ledger; daily 
statements of condition; general journal; investment 
ledger; copies of bank examination reports; ledger sheets 
showing unpaid balances in favor of depositors.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 

MISSOURI. Ann. Stat. (1952) §362.410 applies to 
banks; Ann. Stat. (1952) §363.690 applies to trust com- 
panies. 

(A) Retain for six years from date of last entry: Rec- 
ords of final entry “including cards used under the card 
system and deposit tickets.” * 

MONTANA. Rev. Codes Ann. (1953 Supp.) §§5-1050— 
5-1054. Applies to banks, savings banks, and trust com- 
panies. 

(A) Retain permanently: Ledger sheets showing unpaid 
balances in favor of depositors.’ 

(B) Retain for eleven years from January 1, following 
making of record: All other records.’ 

NEBRASKA. Rev. Stat. (1953 Cum. Supp.) §§8-1,111— 


(CONTINUED ON PAGE 124) 


(1953 Supp.) §§528A.1—528A.5. 
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UNIFORM TRUST RECEIPTS ACT 
Court holds it should be liberally applied 
if there has been reasonably full com- 
pliance with its terms. 


N Maryland, one Nickulas did bus- 

iness as Manor Sales Furniture 
Store, and, as Manor Sales, financing 
the acquisition of his stock in trade 
by borrrowing from Refrigerator 
Discount Company (Redisco) upon 
the security of trust receipts. 

As required by the Uniform Trust 
Receipts Act, Redisco filed with the 
state tax commission a statement of 
intention to engage in trust receipts 
financing. The statement named 
Redisco as “entruster” and Manor 
Sales as “trustee,” and was signed, 
“Manor Sales, By Francis A. Nicku- 
las.” The tax commission filed it 
under “Manor Sales,” the Uniform 
Act providing for filing ‘according 
to the name of the trustee.” 

Eventually, Nickulas became bank- 
rupt. Redisco made claim on the 
trustee in bankruptcy for 10 major 
electrical appliances, for which Nick- 
ulas had given trust receipts. The 
referee in bankruptcy denied the 
claim, holding (1) that the bank- 
rupt’s name was Nickulas, not Manor 
Sales; (2) that Nickulas had been 
trading in violation of Maryland’s 
assumed name statute, which re- 
quires any person doing business in 
a name other than his own to file 
public notice of his ownership of 
the business, and subjects the stock 
in trade of the business to the claims 
of creditors upon failure so to file; 
and (3) that, as to two of the 10 
appliances, the descriptions on the 
trust receipts did not comply with 
the requirement of the Uniform Act 
for a “writing designating the 
goods,” since they contained only 
the model and serial numbers and 
not the names of the makers nor 
the nature of the chattels. Redisco 
appealed. 
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The Federal District Court for 
Maryland overruled the referee. It 
first disposed of the assumed name 
statute by finding it to be a “record- 
ing” statute and then noting that 
the Trust Receipts Act provides 
that an entruster need comply only 
with the filing provisions of the Act 
in the case of any transaction fall- 
ing within the provisions of both 
the Act and another statute requir- 
ing filing. 

Then, after noting that the Uni- 
form Act had been enacted by at 
least 30 jurisdictions, the court 
stated that, “While I am not aware 
of any decision in the Maryland 
Court of Appeals, it seems a reason- 
able inference that, in view of its 
wide adoption, it should be liberally 
applied in business matters where 
there has been a reasonably full and 
substantial compliance’ with its re- 
quirements. The court thereupon 
held that there had been substantial 
compliance with the Act. 

The court, stated that, “It is very 
usual indeed for some individuals to 
conduct their business under a trade 
name, and prospective creditors 
would.be more likely, in many cases 
at least, to think of the name of 
the business rather than of the in- 
dividual. . . . No facts or evidence 
have heen called to my attention 
which indicate that any creditor 
was in any way misled .. .” 

Finding no previous judicial deci- 
sion as to the sufficiency of descrip- 
tion of articles required by the Trust 
Receipts Act, the court sought anal- 
ogies in decisions dealing with chat- 
tel mortgages and conditional sales 
agreements. Descriptions in such 


Of the six senses, the most im- 
portant is common sense. 


BANK LAW NEWS | 


Trust Receipts Act—Sales Financing 


cases generally have been held suffi- 
cient, the court said, if, on their face 
or by satisfactory oral evidence from 
persons familiar with the particular 
trade, the goods could be identified. 
Then, on the basis of testimony that 
anyone familiar with the refriger- 
ator trade could readily identify 
manufacturers and types of articles 
from serial and model numbers, the 
court held that the descriptions in 
question were sufficient. 

The court’s decision might be 
compared with the holding of the 
supreme court of Massachusetts in 
General Motors Corp. v. Haley, 109 
N. E. 2d 148 (reported here in March 
1953 BANKING), to the effect that a 
statement of intention to engage in 
trust receipts financing was invalid 
as to third persons where it failed 
to mention the exact, true name of 
the borrower. The Massachusetts 
court based its decision on the 
grounds that the Trust Receipts Act, 
being a uniform law, must be con- 
strued in a way that will tend to 
uniform decisions in the several 
states, so as to close the door to 
any tendency toward progressively 
wider variations from uniform inter- 
pretation. In re Nickulas, 117 F. 
Supp. 590. 


RETAIL SALES FINANCING 
Knowledge of officer of one branch of 
bank is not imputed to officers of other 
branches. 


CALIFORNIA court has held that 

the incidental knowledge of the 
manager of one branch of a bank 
that a new depositor was planning 
to engage in trust receipts financing 
with an automobile dealer did not 
put the loan officers of other branches 
of the same bank on notice of the 
depositor’s interest in the dealer’s 
stock in trade, and thus did not give 
the depositor’s interest preference 

(CONTINUED ON PAGE 80) 
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FEDERAL TAX REPORTS 


New law? Old law? Speed? Accuracy? Con- 
venience? Completeness? Whatever the need, 
whatever the question—if it involves federal taxes 
for revenue, the accepted reporter of the federal 
tax specialist, the first choice of the man “who 
must have everything” is Standard Federal Tax 
Reports. 

Whether they represent the tax payer or tax 
collector, on whichever side of the tax fence they 
stand—Tax Men all endorse “Standard Reports” 
in use, collect real dividends from the breadth of 
coverage, official and explanatory, the depend- 
ability, and the down-to-earth practical values 
which characterize the “Standard.” 

For the “Standard Reports” subscription plan 
brings subscribers up to date immediately and 
keeps them up to date continuously. The swift, 
detailed, informative weekly issues blanket the 
field of federal taxation most important to busi- 
ness and its tax counsel—reporting week by week 
the latest development in pertinent law or regu- 
lation, interpretation of ruling or court decision 
—the newest return, report or form—all enriched 
and illuminated by editorial sidelights, clear, 
helpful examples, and plain English explanations. 

Thus, Standard Federal Tax Reports subscribers 
always have the facts, always know just what to 
do — why and how to do it! 


Write for Complete Details 


TOPICAL LA WwW REPORT S 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE 214 N. MICHIGAN AVE. 1329 STREET, W. 
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%& INSURANCE FOR FINANCIAL INSTITUTIONS 


CREDIT LIFE and 
DISABILITY INSURANCE 
builds 
GOOD 
WILL! 


po 

= 


Mr. Howard McCoy, Resident Vice- 
President of the Colorado Insurance 
Group is shown presenting a claim 
check to Mr. George A_ Knight, 
President of Citizens State Bank, 
Lincoln, Nebraska. Witnessing the 
presentation are Mr. Percy Mays, 
Bank Vice-President, and Mr. George 
W. Knight, Cashier. 


HERE'S PROOF! 


This quotation from a letter from Mr. George A. Knight, President of 
Citizens State Bank, Lincoln, Nebraska, shows how a banker feels about 
Credit Life and Disability Insurance: 


"We are very favorably impressed by the speed and ease with which 
this and past claims have been handled, as well as with the simplicity 
of handling your program within our bank. We are convinced that 
Credit Life Insurance is the means of eliminating for the Banking In- 
dustry one of the principal sources of adverse feeling on the part of 
the public—the necessity of collecting a debt from the family of a 
deceased borrower.” 


On this protected loan, the decedent was a friend and neighbor of 
one of the bank's officers. Credit Life Insurance made it possible for 


the bank to give a friend a helping hand when it was most needed. 


For information wire or call collect to the 
colorado insurance Group Home Office in 
Boulder, Colorado. 


CREDIT LIFE INSURANCE COLORADO CREDIT LIFE 


DEBT CANCELLATION COLORADO 

INSURANCE COMPANY 
FIRE INSURANCE 
COLORADO CREDIT 


AUTOMOBILE INSURANCE LIFE UNDERWRITERS 


INSURANCE 
Grovt 


(CONTINUED FROM PAGE 78) 


over that of the bank when it fi- 
nanced sales of the dealer’s cars at 
retail on conditional sales contracts, 

Neither did the exercise of good 
faith and ordinary care and diligence 
require the manager of the branch 
to communicate to the loan officers 
of all other branches of the bank 
the fact that the depositor had men- 
tioned to him that he was planning 
to do some trust receipt financing 
with the dealer, whom he named. 
It would be “an unreasonable bur- 
den on trade and commerce,” the 
court held, “to require a bank and 
each of its branches in a sprawling 
empire of banks to know the innum- 
erable facts daily communicated to 
each branch by its numerous pat- 

The court, California’s District 
Court of Appeal, 2nd Dist., Div. 2, 
also held that the fact that the bank 
was rather intimately connected 
with the financing of the cars in 
question, when they were purchased 
from the dealer, did not prevent the 
bank from taking the cars as a pur- 
chaser in the ordinary course of 
business after the retail purchasers’ 
default in the conditions of the con- 
ditional sales contracts. 

Before retail sale of the cars in 
question was consummated, the re- 
tail purchasers had applied for loans 
at various branches of the bank. 
These branches then had checked 
the purchasers’ credit standing, 
made commitments for the amount 
of funds they desired, issued auto- 
mobile purchase drafts to them for 
this amount and then, instead of 
taking promissory notes from them 
at that time, had utilized condi- 
tional sales contracts, making their 
assignment to the bank a condition 
of payment of the purchase draft. 
It appeared that the dealer in ques- 
tion did not consider itself as the 
party financing the retail sales and 
would not have sold the cars with- 
out the bank’s prior commitments 
to the purchasers, and that the 
conditional sales contract which the 
purchasers entered into with the 
dealer “was, itself, evidence of the 
purchaser’s debt to the bank.” 
Nevertheless, the court held, “such 
a transaction does not prevent re- 
spondent from being in the position 
of a purchaser in the ordinary course 
of business.” Security Firs t-Na- 
tional Bank v. Taylor, 266 P.2d 914. 

J.R.V. 
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The principle of open-vision is ideally exemplified by this modern establish- 
ment, the Dinndorf Paint and Wallpaper Store, St. Cloud, Minnesota. The 
attention of the passer-by is caught and drawn right inside. Pittsburgh Prod- 
ucts used here include Pittco Store Front Metal, Pittsburgh Polished Plate Glass, 
PC Glass Blocks and a Herculite Tempered Plate Glass Door. Architect: 
Fred Traynor, St. Cloud. 


“Our modernized showroom has created a tremendous 

amount of interest in the community and increased our 
floor play. ‘Disappearing’ Twindows in Used Car Department aid in quickly 
demonstrating used cars and afford opportunity of open air used car display 
in summer,” says B. Bock, Pres., Flatbush Pontiac, Inc., Brooklyn, N. Y. 
Pittsburgh Products used are Polished Plate Glass, Solex Heat Resisting Plate 
Glass, a Herculite Tempered Plate Glass Door and three Twindow Insulating 
Units that descend into the basement. Vita Automatic Windows, Inc., Wood- 
side, L. 1. Architect: Nathan R. Ginsburg, A.I.A. Architect, New York. 


The smart, open-vision design of this Carvel Dari-Freeze Store in Reifton, Pa., 
combined with its distinctive trade-mark, has a great deal to do with the 
attention and recognition these units are receiving wherever they are located. 
Pittsburgh Products used here are Pittco Store Front Metal and Pittsburgh 
Polished Plate Glass. Architect: James Kust, Yonkers, N. Y. 


“Our business has increased over 100% since we in- 

stalled our new front and we feel that most of it is due 
to the excellent first impression it creates. No other investment we know of 
shows such amazing results,” says Andre E. Schneebeli, Prop., Andre‘—The 
Empire Salon, Baltimore, Md. Pittsburgh Products used include Polished Plate 
Glass, Carrara Structural Glass and a Herculite Tempered Plate Glass Door. 
Architects: Fenton and Lichtig, Baltimore. 


Your Store The Look That Sells.” 


HATEVER the type of retail busi- 
ness you are engaged in — 
whether youre planning a new es- 


tablishment or remodeling an old 


Store Fronts 
and Interiors 
by Pittsburgh 


PAINTS + GLASS 


IN CANADA: 


July 1954 


CANADIAN PITTSBURGH 


one—it will pay you to investigate 
the advantages of a Pittsburgh Store 
Front. Send in the coupon for a free 
copy of our booklet, “How To Give 


It includes many examples of suc- 
cessful store fronts and complete 
descriptions of Pittsburgh Products. 


Pittsburgh Plate Glass Company 
Room 4235, 632 Fort Duquesne Blvd., Pittsburgh 22, Pa. 


your 
store 


Without obligation on my part, please send me a FREE copy of 
your modernization booklet, “How To Give Your Store The 
Look That Sells.” 


CHEMICALS - BRUSHES + PLASTICS - FIBER GLASS 


PITTSBURGH PLATE GLiLass COMPANY 


INDUSTRIES LIMITED 
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Pension ‘lrusts 


A new feature in BANKING’S re- 
porting of trust and estate matters 
is introduced in this issue. Each 
month we shall discuss questions of 
vital concern to trustmen in large, 
medium, and small trust depart- 
ments. Our moderator for this 
month’s question and answer discus- 
sion is one of the country’s best- 
informed and best-known trustmen, 
GILBERT T. STEPHENSON of Pendle- 
ton, N. C. 


years of pension trusts under 

administration by banks and 
trust companies has, inevitably, 
raised the question: Should banks or 
trust companies with smaller trust 
departments—that is, with less than 
$10,000,000 of personal trust assets 
under administration—seek or ac- 
cept pension trusts? What should 
be their attitude towards them? 

With the hope of aiding these 
banks and trust companies in finding 
the right answer to these questions, 
we asked a group of representative 
trustmen over the country these five 
questions: (1) Should a small trust 
department seek pension trusts? (2) 
What are approved methods of de- 
veloping pension trust business in 
smaller cities? (3) How should a 
smaller trust department develop op- 
erating techniques for the adminis- 
tration of pension trusts? (4) What 
are some of the administrative prob- 
lems of pension trusts of which 
smaller trust departments should be 
apprised? (5) What should the 
trustee’s compensation be for ad- 
ministering pension trusts? 

The answers to these questions 
are given by our panel members, 
LeRoy B. Staver, trust officer, The 
United States National Bank, Port- 
land, Oregon, and of Charles F. Zu- 
koski, Jr., senior vice-president and 
trust officer, The First National 
Bank. of Birmingham, Alabama: 


Ty phenomenal growth in recent 


Should a small trust department 
seek pension trusts? 
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Two representative trustmen discuss in this sym- 

posium-in-print the question: “Should a small 

trust department seek pension trusts?” and other 
pertinent questions 


Mr. STAVER: As a practical matter 
I believe that there is very little at- 
tractive pension trust business in the 
type of community where the small 
trust departments are found. It is 
my feeling that most pension trust 
business will, by its very nature, cen- 
ter in the large communities where 
the trust departments also are larger 
and are usually more adequately 
equipped to handle this business. 

I believe that smaller trust depart- 
ments could accept and satisfactorily 
handle the so-called “insured plans” 
but that the “funded plans” involve 
administrative problems requiring 
personnel and accounting facilities, 
which should be carefully weighed 
before such accounts are accepted. 
It is therefore my conclusion that 
the smaller trust departments should 
not seek pension trust business 
through general solicitation. 


Mr. ZUKOSKI: We know of no par- 
ticular reason why a small trust de- 
partment should not seek pension 
trusts if it has someone on its staff 
who has the time to study the sub- 
ject and to. solicit and administer 
pension trusts. Such trusts natural- 
ly require much more time in their 
administration than the usual per- 
sonal trusts, and trustees’ fees 
should be charged accordingly. 


What are approved methods of 
developing pension trust business in 
smaller cities? 


Mr. STAVER: I think these steps 
would be necessary: 

(a) The trust company must have 
some member of its staff thoroughly 
trained in the subject and able to 


discuss such plans with employers, 
employee groups, attorneys, ac- 
countants, and insurance counselors. 
This, in my opinion, must be the 
first objective, and I think it would 
be inadvisable for any trust insti- 
tution to attempt to enter the pen- 
sion trust field without at least one 
officer or employee with a good back- 
ground in the subject. 

(b) Life insurance underwriters 
who specialize in pension trusts may 
well be one of the best contact points 
for the development of insured plan 
pension trusts. An acquaintanceship 
should be developed with such men, 
and they should be made aware of 
the interest of the trust institution 
in the acceptance of pension trust 
business and of the facilities avail- 
able for handling it to the best in- 
terests of their clients. Joint meet- 
ings can usually be arranged with 
the trust officer, the insurance coun- 
sellor, and the prospects for pension 
trusts. 

(c) Advertising material featur- 
ing pension trust service should be 
circulated among employers regard- 
ed as prospects. Smaller trust insti- 
tutions would undoubtedly want to 
do this primarily through the use 
of the copyrighted material which is 
available through various national 
agencies for use on exclusive basis 
within a community. The expense of 
developing and printing comparable 
material of its own would be almost 
prohibitive for the smaller trust in- 
stitutions in view of the limited pen- 
sion trust field available. 


Mr. ZUKOSKI: We are not sure 
that we know of an effective method 
of developing pension trust business. : 
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Our own experience has been that we 
are constantly facing the competi- 
tion of insurance companies that 
have trained, full time solicitors 
working in the field. Most of the 
actual pension trust business which 
‘we have received has come through 
the solicitation of either insurance 
salesmen or of actuaries, 


How should a smaller trust de- 
partment develop techniques for ad- 
ministration of pension trusts? 


Mr. STAVER: The first and most 
important step is to have at least 
one employee thoroughly grounded 
in the subject of pension trusts; that 
the trust institution should sub- 
scribe for at least one looseleaf ser- 
vice dealing with this type of trust; 
that special accounting forms and 
procedures are necessary. He be- 
lieves that the development of op- 
erating techniques would be much 
simplified by making use of the ex- 
perience of trust company neighbors 
in the larger cities; that a day or 
two in the office of a larger trust 
company would enable the pension 
trust officer of a smaller trust de- 
partment to save himself many of 
the preliminary hours of planning. 


Mr. ZUKOSKI: In the administra- 
tion of pension trusts the trustee 
should stick to the normal duties of 
a trustee—that is, investing the 


trust funds and disbursing them ac- 
cording to direction and leaving mat- 
ters pertaining to actuarial calcula- 
tions, determination of rights of 
members, and the like to experienced 
actuaries and retirement boards. 


What are some of the administra- 
tive problems of pension trusts of 
which smaller trust departments 
should be apprised? 


Mr. STAVER: I would list as Prob- 
lem No. 1 seeing that the pension- 
trust instrument is carefully drawn; 
that the duties and responsibilities 
of all concerned are clearly defined. 


Mr. ZUKOSKI: The main problem 
is that of getting dependable infor- 
mation from the employer and get- 
ting the employer to file income tax 
data required each year to keep the 
trust exempt from income tax. 


What should the trustee’s compen- 
sation be for administering pension 
trusts? 


Mr. STAVER: There should be an 
initial fee for the acceptance and un- 
dertaking of the trust, including the 
checking of documents, based on the 
size of the trust, the time devoted 
by the trustee to the preliminary 
meetings, and the discussions lead- 
ing up to the completion of the in- 
strument, and the responsibilities en- 
tailed. The initial fee should be not 


less than $100. As regards the an- 
nual compensation of the trustee in 
the case of an insured-plan trust, the 
fee should be based upon the num- 
ber of policies involved, plus a 
charge for each change made in ex- 
isting policies; a minimum fee 
should be established to apply until 
exceeded by the per-item charge for 
policies and changes. For this type 
of trust the minimum annual fee 
should be $150 with a per-item 
charge of $5 per policy and $3 per 
change of existing policy. In the 
funded-plan trust, the annual charge 
should be in line with that for the 
administration of living trusts with 
comparable investment duties and, 
in addition to this, there should be 
a charge for keeping the card rec- 
ords and making the changes. The 
annual charge for this type of pen- 
sion trust should not be less than 
$150 to apply until the per-item 
charges exceed the minimum 


Mr. ZUKOSKI: The trustee’s com- 
pensation for administering a pen- 
sion trust should be not less than 
twice the minimum for administering 
a personal trust; the annual fee for 
investment services should not be 
less than the fee for investment ser- 
vices of other trusts; and where in- 
dividual accounts are kept, the an- 
nual charge should not be less than 
$1.50 each, with a minimum annual 
charge of not less than $200. 


A Warning on Bad Checks and Other Swindles 


HE current Service Bulletin of 

the National Better Business Bu- 
reau, Inc., prepared for NBBB’s 
chamber of commerce members, de- 
votes several paragraphs to pre- 
cautions in check cashing. ‘“Cau- 
tion,” says the Bulletin, “pays off in 
cashing checks for strangers, be- 
cause, although all strangers aren’t 
crooks, most crooks are strangers.” 

“The cardinal rule in cashing a 
check,’”’ NBBB states, “is to refuse 
to be hurried.” The article discusses 
some of the ruses used by bad check 
passers, the importance of identifica- 
tion, how to examine a stranger’s 
check, and bad check symptoms to 
watch for. 

The NBBB Service Bulletin is part 
of the organization’s . “Community 
Protection Program,” which is now 
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in its 20th year. The program is 
designed to furnish a degree of pro- 
tection against frauds and other un- 
fair practices to local businessmen 
and other citizens of communities 
that do not have a local Better Bus- 
iness Bureau. Participating in this 
nationwide program are more than 
700 chambers of commerce and sim- 
ilar organizations. 

The Bulletin, published monthly, 
gives information on various sub- 
jects, such as specific charitable or 
membership solicitations, bogus 
salesmen, biography rackets, and 
so on. In a recently ended 12-month 
period, the activities of 236 indi- 
viduals and organizations were de- 
scribed. 

The issue in which check passing 
is discussed also contains data on 


a fake device for effecting a wide 
variety of cures, a salesman-swin- 
dler, a bogus magazine solicitor, a 
case of misuse of the mails, and a 
warning on the purchase of lottery 
tickets by mail. There are also items 
on unordered merchandise and the 
illicit activities of an alleged skip- 
tracer. 

Special requests for information 
on business promotions are also 
handled for chamber of commerce 
participants in the program. These 
relate to such matters as collection 
agencies, labor publications, puff 
sheets, trade directories, and the 
like. Inquiries and complaints about 
national business organizations are 
also processed. Chamber of com- 
merce members: have been widely 
assisted by the program. 
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speeds the collection 
of checks for you 


If your checks arrive at Lock Box H late in 
the day or during the night, you may be 

sure that they are picked up within an hour 
and immediately processed by the Continental 


Illinois night staff. 


Your checks are kept moving at the Continental 
Illinois Bank—for fast conversion into 


available funds. 


Continental Illinois National Bank 
and Trust Company of Chicago 


La Salle, Jackson, Clark and Quincy Streets 
LOCK BOX H, CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 
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A.B.A. President Everett D. Reese addressing the Institute’s opening session. Others on the platform are the A.I.B.’s national 
officers, past presidents, committee heads, guests and national office staff 


The A.LB.’s Record Year 


EAR BANKING: 
Here are a few headlines for 


the story of that American In- 
stitute of Banking convention in 
Los Angeles, June 7-11: 

Membership and Enrolments at 
New Highs, President Harman Re- 
ports . .. Alvin E. Roemershauser, 
New Orleans, Named A.I.B. Head for 
1954-55 .. . Bernard J. Lunt, Fort 
Worth, Elected Vice-president .. . 

Executive Development Program 
Shaping Up, Says Lewis... 

“Put Your Education to Work,” 
A.B.A. President Reese Tells Con- 
vention .. . Fred Florence Sees ’54 
as Good Year for Business... 

Portland, Ore., Banker Wins First 
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Place in Giannini Contest .. . Seattie 
Debaters Defeat Baton Rouge... 

Weather Helps Los Angeles Chap- 
ter Make Week Perfect . . . Institute 
Convenes at Miami in ’55, Dallas in 

There you have a newsman’s-eye 
view of what 1,549 A.I.B.ers did 
and heard during smogless Conven- 
tion Week in Southern California. 
Now let’s fill in some of the details. 


P, RESIDENT Stetson B. Harman and 
Secretary Robert C. Rutherford re- 
ported that unprecedented numbers 
of bank people had taken part in 
Institute activities during the past 


year. But the new high that par- 


President Stet- 
son B. Ha r- 
man, left, is 
about to give 
the president’s 
ring to his suc- 
cessor, Alvin E. 
Roemershauser 
of New Orleans 


The A.I.B.’s 
new vice-presi- 
dent, Bernard 
J. Lunt, is as- 
sistant vice- 
president of 
The Fort 
Worth National 
Bank 


ticularly pleased everybody was the 
enrolment mark: 57,146 men and 
women were taking A.I.B. courses 
offered by 269 chapters and 147 
study groups on May 31. The gain 
of about 10,000 was the sharpest in 
the Institute’s 54-year history. Mem- 
bership, too, took a big hop, soaring 
to 111,698. 

The enrolment statistics meant, 
obviously, that the A.I.B. had made 
a new high in its service to Amer- 
ican banking—a service which is 
to be further extended by the addi- 
tion of graduate courses that will 
help banks meet the problem of 
management succession. Dr. Leroy 
Lewis, national educational director, 
told the convention that six meet- 
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Credits Conference speakers: L. to r., J. F. Holman, American Trust Co., Oakland; J. Kaye Ewart, National Bank of Wash- 
ington, Tacoma, who presided; Ted W. Johnson, Security-First National Bank of Los Angeles and president, Robert Morris 
Associates; Fred F. Florence, president, Republic National Bank, Dallas; and Joseph F. Cornelius, Marine Bank & Trust 


ings had been held with top bank 
management in various sections of 
the country as the first step in de- 
veloping a program leading toward 
a new A.I.B. Executive Development 
Certificate. Formulation of the ac- 
tual study plan, which is to be based 
on the present graduate curriculum, 
is expected to get under way next 
fall. 

Dr. Lewis also reported that sev- 
eral new textbooks used by Institute 
students at various levels were being 
issued in the autumn, and that 
others were in preparation. 


Lie all A.I.B. conventions, this 
one had education as its keynote. 
The president of the American 
Bankers Association, Everett D. 
Reese—a former teacher—urged the 
delegates to put their education to 


Company, Tampa, Florida 


work. “That,” he said, “is the thing 
that counts. Education has meaning 
only if it is knowledge that is con- 
verted into usefulness either to your- 
self or to others. 

“Business is changing consider- 
ably. It is using capital instead of 
people. The investment per man in 
almost every industry in this coun- 
try is increasing. The same thing 
is happening in banks.” 

This means, President Reese 
added, that although there are likely 
to be fewer people, they must be 
more intelligent and more compe- 
tent. So.. 

“Do what you have been doing— 
and just do it better. Continue with 
your education and go on to gradu- 
ate schools if you have an oppor- 
tunity. Encourage others to get an 
éducation.” 


President Roemershauser, assistant 
vice-president of the Whitney Na- 
tional Bank of New Orleans, said in 
his inaugural that A.I.B. people real- 
ized the only real security lay in 
preparation: ‘‘We believe there is 
no security in a changing world to 
compensate for that which comes 
from the opportunity to qualify for 
a better job.” 

And George D. Bushnell, vice- 
president of the American National 
Bank and Trust Company, Chicago, 
commenting on the banks’ problem 
of getting new management mate- 
rial and the Institute’s part in solv- 
ing it, observed: “Opportunity is not 
only knocking at your door, it’s 
coming in to drag you out.” A ma- 
jority of bank executive replace- 
ments, he asserted, must come from 
within the banks. 


Educational Conference: L. to r., Earl H. Cunerd, First National Bank of Philadelphia; Arthur E. Kroner, East River Sav- 
ings Bank, New York City; J. Albert Cairns, Fidelity-Philadelphia Trust Co.; J. Wray Murray, First National Bank of 
Memphis; liewton I. Gray, National Bank of Commerce, Norfolk, Va.; Dr. Leroy Lewis, A.1.B. educational direetor 
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Among the pleasant experiences at 
an A.I.B. convention are the per- 
sonal contacts—old friends seen or 
heard from, new friends made, good 
wishes sent to someone who couldn’t 
come, greetings exchanged with folks 
you've never seen before. 

This year’s official greetings came 
from V. H. Rossetti, board chairman 
of The Farmers and Merchants Na- 
tional Bank of Los Angeles. Speak- 
ing as head of the local conveation 
committee, he welcomed the dele- 
gates to Southern California and in- 
troduced the chief executive officers 
of the Los Angeles banks. Other 
personalities who received the In- 
stitute’s applause included John N. 
Hunt, assistant general chairman of 
the general committee; President 


James F. McWaters of Los Angeles 
Chapter; and C. J. Higgins of De- 
troit. Mr. Higgins, guest of the con- 
vention, was vice-chairman of the 
committee on arrangements for the 
Institute’s 1905 annual meeting. 


Iw at least one instance greetings 
were exchanged in absentia. From 
Dr. Harold Stonier, executive vice- 
president of the A.B.A. and former 
national educational director of the 
AIB., came a “best wishes” tele- 
gram—and back to “Hal’’ went, by 
wire, the convention’s enthusiastic 
greeting, authorized in a rousing 
cheer. 

There were messages also from 
Maurice H. Megrah, secretary of the 
Institute of Bankers in England, 
who was a guest at last year’s Cleve- 


Richard C. McClintic receives from Mrs. Claire Giannini 
Hoffman the cup he won for first place in the National 
Public Speaking Contest for the A.P. Giannini Educational 
Endowment Prizes. At the left is Francis L. Relaford, second 
place winner. Others pictured are Richard S. Fitzgerald, 


New Executive 
Councilmen: John 
F. Otto; Ernest J. 
Hauberg; Freder- 
ick M. Darrow; 
and Ralph H. 
Mittendorff 


land convention, and from S. Clark 
Beise, president of Bank of America 
N.T. & S.A., San Francisco. 


Sorry, BANKING, that there isn’t 
space to report more of this whop- 
ping convention. But some of tne 
discussions are condensed in the 
“Methods and Ideas” department 
and the news section of this issue; 
there’ll be room for others later. But 
we do want to pass along now a bit 
of optimism expressed by Fred F. 
Florence at the Credits Conference. 
Mr. Florence, president of the Re- 
public National Bank of Dallas and 
chairman of the A.B.A. Credit Pol- 
icy Commission, said: 

“In spite of considerable disloca- 
tions, business is good—and 1954 
will be one of the very best years 
on record. While there is a definite 


third place winner, and (at the right) Jerry Meacham, Jr., 


July 1954 


slackening in many lines of business, 
as a whole volume is close to peak 
figures and net results of operations 
for the year will be very, very good. 

“It will prove to be a healthy 
year for our national economy, and 
should end with business at about 
its strongest point.” 


Tue two big convention prizes went 
to the Pacific Northwest. The 
Portland (Ore.) banker who won 
the $500 First Award in the National 
Public Speaking Contest for the A. 
P. Giannini Educational Endowment 
Prizes was Richard C. McClintic, 
The United States National Bank. 
Second Award, $300, moved south 
to San Diego, Cal., as the property 
of Francis L. Relaford, Bank of 
America N.T. & S.A., Chula Vista 
(CONTINUED ON PAGE 107) 


Columbus, 0., who was chairman of the Public Speaking 
Committee for 1953-54. 

Below, Allen W. Danielson of Los Angeles, chairman of 
the Debate Committee, hands the winners’ check to Seattle 
Chapter Debaters Dallas C. Wilson, Harold C. Sanford and 


Richard L. Stines 
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BANKING NEWS 


A.B.A. Questions Need for 
Farmer-Debtor Relief Law 
Under Present Conditions 


Chapters of Bankruptcy Act 
Afford Adequate Protection 


Adequate protection is afforded, 
under existing chapters of the Bank- 
ruptcy Act, to farmers who may get 
into financial difficulties, according 
to the Subcommittee on Agricultural 
Credit of the Committee on Federal 
Legislation of the American Bankers 
Association in a statement filed be- 
fore Subcommittee No. 2 of the 
House Committee on the Judiciary. 
The House subcommittee is consid- 
ering four farmer-debtor relief bills. 

“Two of these bills, H. R. 447 and 
H. R. 3584, are identical,” the A.B.A. 
statement says. “A third bill, S. 25, 
follows a somewhat similar pattern. 
The fourth bill before the Commit- 
tee, H. R. 1068, contains an entirely 
different philosophy. We are op- 
posed to H. R. 1068 because we be- 
lieve its provisions are contrary to 
certain basic principles . . . which 
should be considered if the bank- 
ruptcy procedure is to be fair and 
equitable to all. 

“First, we wish to raise the ques- 
tion as to the need of any legislation 
at this time. Congress originally 
provided in the Frazier-Lemke Act 
a procedure whereby farmers who 
were threatened with the loss of 
their farms through inability to meet 
their debts were given time to re- 
habilitate themselves. The Act was 
designed to meet a temporary emer- 
gency. 

“Adequate protection is afforded 
to farmers who may get into finan- 
cial difficulties under existing chap- 
ters of the Bankruptcy Act. These 
chapters enable a distressed owner 
of real estate to obtain a stay of 
proceedings while he works out his 
difficulty. The court can stay all 
proceedings for such period as seems 
desirable, with further stays if pro- 
gress is being made. During the 
stay, the borrower may be left in 
possession of his property, for which 
he pays a reasonable rental to the 
court. There is provision for the 
working out of a plan of composition 
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AT THE NEW JERSEY Bankers Asso- 

ciation convention are shown, left to 

right, A.B.A. President Reese, Governor 

Robert B. Meyner, and Dr. Marcus Nad- 

ler, all of whom were on the associa- 
tion’s program 


and extension of his indebtedness 
and for approval by the creditors. 

“The American Bankers Associa- 
tion therefore does not favor the 
enactment of the pending bills or 
any legislation of this character at 
this time.” 

The subcommittee recommended, 
however, that, if Congress deems it 
advisable to adopt special provisions 
for farmer-debtors as a permanent 
part of the National Bankruptcy 
Act, the legislation should provide 
a debt adjustment procedure 
equitable to debtors, to creditors, 
and to society as a whole. 

Five basic principles were offered 
for consideration: 

(1) A law that will not seriously 
restrict the availability of credit 
to worthy farmers by abrogating 
debt contracts. 

(2) A law that will embody prin- 
ciples already established by the 
courts and will thus avoid unneces- 
sary litigation. 

(3) A law that will be inexpensive 
to administer. 

(4) A law that not only protects 
the debtor but also deals fairly with 
both the secured and unsecured cred- 
itors. 

(5) A law that provides for ter- 
mination of proceedings at some 
definite time. 


Ask Right to Use "Savings" 
in State-Chartered Banks 


In a message commenting upon 
the U. S. Supreme Court’s decision 
upholding the right of national 
banks in New York State to use the 
word “savings,” Walter J. Hess, 
president of the Savings Banks As- 
sociation of the State of New York 
and president of the Ridgewood Sav- 
ings Bank, Queens, New York, said: 

“Now that the highest court of 
the land has resolved this question 
as far as national banks are con- 
cerned, we strongly recommend that 
the same privileges be extended to 
state-chartered commercial banks 
at the earliest possible date so that 
they will not be placed at a com- 
petitive disadvantage. 

“If all commercial banks have the 
same rights and privileges, it will 
help maintain a stable deposit struc- 
ture; otherwise those who are lim- 
ited in their promotion and adver- 
tising may experience a drain of 
their thrift accounts to other com- 
mercial banks who are aggressively 
promoting savings.” 


Ohio Starts Banking School 


The first annual school of banking 
to be held at Ohio University, 
Athens, under sponsorship of the 
Ohio Bankers Association was in 
session from June 20 through June 
25. 

A total of 85 students was en- 
rolled, and others have been placed 
on a waiting list, B. P. Atkinson, 
OBA executive manager, reports. 

The size of the student body was 
limited in order to allow maximum 
classroom discussion of the case 
studies that are the basis of the 
school curriculum. Two classes, 
each with slightly more than 40 
students, were conducted simultan- 
eously during the week. 

Most of those enrolled are young 
men and women employees of banks 
throughout Ohio. 


FBA Advances Call 
Floyd M. Call, heretofore execu- 
tive secretary of the Florida Bankers 
Association, has been named execu- 
tive manager. 
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Surety Underwriters Hear 
James E. Baum on Recent 
Bank Insurance Developments 


Sees Reversal of Trend in 
Losses from Defalcations 


Developments in bank insurance 
were reviewed by James E. Baum, 
deputy manager of the American 
Bankers Association, at the June 3 
meeting of the Surety Underwriters 
Association of the City of New York 
at the Lawyers Club, with emphasis 
on the major improvements in in- 
surance contracts designed to in- 
demnify losses arising from hazards 
peculiar to banking. 

Bankers blanket bonds, forgery 
bonds, and registered mail and safe 
depository liability policies were 
given specific treatment by Mr. 
Baum, who declared also that the 
upward trend in defalcation losses 
reported by banks in the postwar 
years 1946 through 1952 had ap- 
parently been reversed, based upon 
the American Bankers Association’s 
tabulation of the larger losses re- 
ported in 1953 and thus far in 1954. 

This favorable trend, he said, ap- 
plies not only to the number and 
amounts of insured losses, but also 
to the losses in excess of fidelity 
insurance carried. 

In reminding the surety under- 
writers of the ten major reductions 
in bankers blanket bond premium 
rates granted since April 1936, Mr. 
Baum estimated that the increas- 
ingly higher amounts of bankers 
blanket bonds carried today would 
cost the banks of this country about 
$33,000,000 more than they are now 
paying annually, if the early 1936 
rates were still in effect. Surveys 
conducted by the A.B.A. Insurance 
and Protective Committee indicated 
that the aggregate amount of blan- 
ket bonds carried by commercial and 
savings banks and trust companies 
in this country was in excess of $2- 
billion, or nearly four times the 
total of similar coverage carried in 
January 1936. 

“In a few words,” said Mr. Baum, 
“we have enjoyed the novel expe- 
rience of carrying a higher and high- 
er quality of your product at lower 
costs. At the same time this twin 
performance of improving coverage 
and reducing costs has benefited all 
three parties alike—banks, under- 
writers, and producers—which is just 
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GSB in Session 


The 20th consecutive summer 
session of The Graduate School 
of Banking is in progress as this 
issue of BANKING goes to 
press. Your August issue will 
contain highlights of the ses- 
sion, with pictures, and com- 
plete graduating class roster. 


New A.B.A. Members 


Eighteen banks in 14 states be- 
came members of the American 
Bankers Association during May, 
according to the monthly report of 
the A.B.A. organization committee. 


another example of the American 
way of conducting business.” 

On behalf of the banking frater- 
nity, Mr. Baum expressed apprecia- 
tion for the fine spirit of coopera- 
tion and understanding of the haz- 
ards confronting banking, as dis- 
played by the surety companies and 
the Surety Association of America. 

The luncheon meeting was pre- 
sided over by Donald F. Harned, 
Travelers Indemnity Company, as- 
sociation president. 


Wisconsin School to Use 
A.B.A. Monetary Studies 


A session for graduate students 
only is to be included in the 1954 
curriculum at The School of Bank- 
ing at the University of Wisconsin, 
August 23-September 4. 

Herbert V. Prochnow, director of 
the school, has informed postgradu- 
ate students that the session will be 
under the supervision of Dr. Karl 
R. Bopp, vice-president of the Fed- 
eral Reserve Bank of Philadelphia. 
Dr. Bopp will use the six booklets, 
“Monetary Studies,” prepared by the 
Economic Policy Commission of the 
American Bankers Association, as 
the basis for discussion. 

“These booklets deal with various 
phases of banking, monetary and 
fiscal policy, and are excellent,” Mr. 
Prochnow told prospective students. 

The postgraduate work will also 
include three “Four O’Clock Fo- 
rums” at which the speakers will 
be Governor Szymezak of the Fed- 
eral Reserve Board, Professor Sum- 
ner Slichter of Harvard, and David 
Kennedy, Assistant to the Secretary 
of the Treasury. 

The school is sponsored by the 
Central States Conference. 


A group of German bankers, making a tour of the United States to gather infor- 
mation regarding the banking situation here, visited the American Bankers Asso- 
ciation’s headquarters in New York on May 20. They were especially interested in 
instalment credit conditions, policies, and practices. In a question and answer 
session, A.B.A. Deputy Managers French and Asterita discussed various phases of 
instalment credit with the group. Each banker was given a kit containing some of 
the publications of the Instalment Credit Commission 
Shown around the conference table are, clockwise from extreme right: A.B.A. 
Deputy Manager Walter B. French; A. E. Samstag (back to camera), Bayerische 
Hypotheken-und Wechsel-Bank, Munich; Heinrich von Paucker, representative of 
C. G. Trinkaus, Dusseldorf; Paul Scheffler, Berliner Bank; Karl H. Barthel, repre- 
senting Eichborn & Co., Nuremburg; Richard Hofmann, Wurttembergische Bank, 
Stuttgart; Wilhelm Reuschel, representing Neuvians, Reuschel & Co., Munich; 
Martha Meier, representing Julius Klingel KG, Karlsruhe; American Express Rep- 
resentative Zenaty (seated away from table); A.B.A. Deputy Manager Louis J. 
Asterita. With the group but not shown was A.B.A. Secretary Henry Sommers 
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News for Mortgage Credit Men 


Items and Comment from Our Savings and Mortgage Division and Other Sources 


18,000,000 Families 


Want Costlier Homes 


Tuer is a vast untapped market 
of 18,000,000 American families de- 
siring bigger and more expensive 
homes, according to House é€ Home 
magazine. The magazine says that 
Americans are now paying only 12% 
of their income for housing as com- 
pared with 20% to 25% previously. 
This is because of the change in the 
value of the dollar and the infla- 
tionary aspects of our economy in 
recent years. As a result, the maga- 
zine states, many people are seek- 
ing higher housing standards. 

In another analysis the magazine 
indicates that 32% of all new home 
building takes place in 10 large 
metropolitan areas of the country. 
New York and Los Angeles are out- 
standing examples of concentrated 
home building activity. 


Hecht Advances Plan for 


P, ROPOSALS for a new system of 
private financing of ship mortgages 
that would encourage investment of 
an estimated $2- to $214-billion by 
private and institutional lenders in 
new U. S. merchant ship construc- 
tion were given in Washington re- 
cently by Rudolf S. Hecht, chairman 
of the Committee of -American 
Steamship Lines and former presi- 
dent of the A.B.A. 

Mr. Hecht, who is chairman of the 
board of Mississippi Shipping Co., of 
New Orleans, spoke at hearings be- 
fore the Subcommittee on Water 
Transportation of the Senate Inter- 
state and Foreign Commerce Com- 
mittee. 

The committee is considering leg- 
islative amendments to the ship 
mortgage section of the 1936 Mer- 
chant Marine Act. 

“The aging of our merchant fleet 
is a national problem and the re- 
placement of it in an orderly and 
progressive pattern is a matter of 
established national policy,” Mr. 
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Appraisal Requests Up 


Tue Veterans Administration re- 
ceived GI home loan appraisal re- 
quests for 72,990 proposed and ex- 
isting homes during April, an in- 
crease of 76% over April 1953. 

This was the third straight month 
of increase. There were 42,928 ap- 
praisal requests for proposed con- 
struction, being 95% over that of a 
year ago. This totaled 113,836 or a 
79% increase for the first three 
months of 1954. 

There were 30,062 appraisal re- 
quests for existing homes, repre- 
senting a 55% increase over April 
1953. 

This represented the highest 
number of appraisal requests in one 
month since August 1950. For the 
first three months of 1954, VA has 
made 75,784 appraisal assignments 
on existing homes, an increase of 
35% over 1953. 


Financing Ship Mortgages 


Hecht said in urging removal of 
financial obstacles to new vessel con- 
struction. 

Major provisions of the new bill, 
he said, would provide 100% Gov- 
ernment insurance for mortgages on 
new ships; reduce maximum allow- 
able interest rates on money bor- 
rowed to build ships; make a num- 
ber of technical changes in existing 
laws to encourage entrance of pri- 
vate capital into. shipbuilding; and 
enable shipping companies to secure 
20-year mortgages in private money 
markets at reasonable interest rates. 

“Under this new bill,” he said, 
“it will be possible to finance most 
future ship construction without di- 
rect Government mortgaging, and 
there is very little likelihood of the 
Government ever having to ‘perform 
under the mortgage insurance provi- 
sions.” 

“The passage of this bill will be in 
the interest not only of the Merchant 
Marine, but the nation,” Mr. Hecht 
told the Senate committee. 


Short Course Planned 
for Mortgage Officers 


A HOME construction short course 
for mortgage officers will be con. 
ducted by the University of Illinois 
on the Urbana campus July 12-21, 
The course is being presented by the 
Small Homes Council in cooperation 
with the Division of University Ex. 
tension. Registration is open to per- 
sons engaged in home financing and 
appraising. 

Every. major aspect of home plan- 
ning and construction will be coyv- 
ered. Subjects will include land 
planning, architectural design, blue- 
print reading, plumbing, wiring, in- 
sulation, heating, summer cooling, 
cost estimating, appraising, and 
construction of foundations, floors, 
walls, and roofs. 

University of Illinois faculty mem- 
bers will present all lectures and 
demonstrations on technical sub- 
jects. Field trips to research houses 
and to houses under construction 
have been scheduled for each after- 
noon. 

Information regarding registra- 
tion can be secured from the Super- 
visor of Engineering Extension, 
Room 116, Illini Hall, 725 S. Wright 
Street, Champaign, Illinois. The reg- 
istration fee of $75 includes tuition 
fee, field trips, and the final dinner. 


In Brief 


residential building total- 
ing $956,000,000 in April was up 
10% over March, although slightly 
less than for April 1953. The total 
for the first four months of 1954 is 
slightly above the preceding year. 
No recession in the construction in- 
dustry in 1954 is in prospect accord- 
ing to Government forecasters. 

A study by the National Associa- 
tion of Mutual Savings Banks re 
veals the 1953 statistical details of 
savings bank mortgage holdings. At 
the close of 1953, the mutuals held 
net mortgage loans of $12,800,000, 
a gain of $1,600,000 or 14% for 
1953. Gross loans during 1953 to- 
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taled $3-billion as compared with 
$2.8-billion in 1952. 

Conventional loans still head the 
list of mortgages held in savings 
bank portfolios. At the end of 1953, 
48.5% were of the conventional va- 
riety; 27.2% were FHA; and 23.2% 
were veterans’ loans. The average 
size of mortgage held at the end of 
1953 was $8,857. The average size 
loan made in 1953 was $10,729. 

Starts of privately owned housing 
advanced in April to the highest 
level in any month in more than 
three and a half years, according to 
preliminary estimates of the Bureau 
of Labor Statistics. The total num- 
ber of new dwelling units begun in 
April were 110,000 units, a rise of 
14% from March. On a seasonally 
adjusted basis, private starts are es- 
timated at the annual rate of 
1,100,000. 


In a series of studies made by the 
National Association of Real Estate 
Boards, there is a continued trend 
toward easier mortgage money rates 
throughout the country. The sur- 
vey reveals that home purchasers 
are finding loans more readily avail- 
able and on better terms than they 
were 6 months ago. The indications 
are, however, that in some small 
communities mortgage money re- 
mains tight and is attributed to the 
maldistribution of credit resources. 
Conventional mortgage lending con- 
tinues to be popular and is at the 
predominant rate of 5% across the 
nation. Mortgage money for conven- 
tional loans is generally available. 

The record of nonfarm mortgages 
of $20,000 and under, as reported 
by the Home Loan Bank Board, in- 
dicates higher amounts for 1954 
over 1953. The month of February 


represented the largest volume of 
home mortgage financing on record 
for that month, amounting to $1.4- 
billion. Savings and loan associa- 
tions did the greatest volume — 
$517,000,000, or 36%. Commercial 
banks were second in volume with 
$274,000,000; mutual savings banks 
had a volume of $208,000,000. 

New starts for privately owned 
housing for the month of April 
reached the highest level in more 
than 3%, years. Experts are now 
predicting that 1954, next to 1950, 
may be the best year in housing 
history. Total new dwelling starts 
during April amounted to 110,000, 
of which 109,000 were privately 
owned. This represented a 14% in- 
crease over the previous month. On 
a seasonally adjusted basis, the vol- 
ume for April represented an annual 
rate of 1,159,000. 


News on Savings 


Items and Comment from Our Savings and Mortgage Division and Other Sources 


No Passbook Substitute 


Tue Federal Reserve Board, on re- 
quest, has ruled regarding the use of 
printed cards as a substitute for the 
regulation savings bank passbook. 
The ruling is that a savings account 
card differs materially from the 
passbook, as is understood and 
legally required, and accordingly a 
substitution is not approved for 
banking use. 


S&L Rates Surveyed 


i United States Savings & Loan 
League has made a survey of divi- 
dend rates of its members through 
much of the country. It revealed: 

(1) Higher rates predominated 
than in 1953. For example, at the 
end of 1948, 72% of a comparable 
group of institutions were paying 
rates of 244% or less. At the close of 
1953, only 33% of the reporting as- 
sociations were on this rate basis. 

(2) Five years ago, 23% of the 
reporting associations were paying 
3%. Today, 51% are offering this 
rate. 

(3) Prior to 1948, 2% was the 
most common rate. 


July 1954 


(4) Indications are that 31% of 
the. reporting institutions either 
raised dividend rates in 1953 or pro- 
pose to do so in 1954. 


Bank TV Weather Show 


Tue savings banks of New York 
State are bringing to TV viewers a 
departure in weather shows. Roger 
Price, The Weather Teller, presents 
an amusing and informative weather 
telecast on WABC-TV (Channel 7) 
from 7:10 to 7:15 P. M. Monday 
through Friday. Mr. Price inter- 
weaves humor in a weather show, 
augmenting his commentary with 
distinctive drawings. 

The bank sponsors serve 10-mil- 
lion depositors. 


Dividends Up 


Recorp first-quarter dividends of 
$62,000,000 were paid by member 
banks of the Savings Banks As- 
sociation of New York. This was 
$13,000,000 higher than last year. 
The record payment reflected the 
shift of several large savings banks 
from a semiannual interest period to 
a quarterly basis, thus swelling the 
amount of first-quarter dividends. 


Cheston Heads NAMSB 


J .- HAMILTON CHESTON, president of 
the Philadelphia Savings Fund So- 
ciety, was elected president of the 
National Association of Mutual Sav- 
ings Banks at the organization’s re- 
cent convention in Chicago. Charles 
R. Diebold, president of the Western 
Savings Bank of Buffalo, was elected 
vice-president. The treasurer is Fred- 
erick V. Goess, president of the 
Prudential Savings Bank, Brooklyn, 
New York. 


Must Use Loan” 


Tue Senate Banking and Currency 
Committee has rejected the proposed 
change of name of the Federal Sav- 
ings and Loan Insurance Corporation 
to the abbreviated ‘Federal Savings 
Insurance Corporation” in the pend- 
ing Housing bill. This change was 
provided in the Housing Act of 1954 
as passed by the House. 

The change of name was strongly 
opposed by banking interests, includ- 
ing the Federal Deposit Insurance 
Corporation. Such a change, op- 
ponents held, could only add to con- 
fusion and misunderstanding. 
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News for Instalment Credit Men 


Items and Comment from Our Instalment Credit Commission and Other Sources 


Instalment Credit School 
Considered for Next Year 


Tue Instalment Credit Commission 
of the American Bankers Associa- 
tion has under consideration the 
formation of a school to deal spe- 
cifically with instalment credit. 

The plans are for an intensive 
two-week resident course in the 
training and education of junior 
bank instalment credit officers and 
operators. Each two-week session is 
to be complete—no carry-over from 
one year to another. 

Current plans are for inaugurat- 
ing the first class in the summer of 
1955, with enrolment limited to 100. 
The facilities of several midwestern 
universities are being explored to 
determine where the students can 
best be accommodated. The Com- 
mission feels that a centrally located 
university can offer benefits in con- 
venience and the saving of travel 
expense. 

The faculty is to be drawn from 
among the best-informed bank credit 
executives, who can bring to the 
junior executive group many years 
of practical experience. The aim of 
the school is to prepare the students 
for positions of greater responsibil- 
ity in the instalment credit depart- 
ments of their banks. 

Registration costs have not yet 
been determined. 


Credit Book Revised 


Tue CREDIT DEPARTMENT A TRAIN- 
ING GROUND: FOR THE BANK LOAN 
OFFICER. Edited by Charles W. Wil- 
liams, vice-president, Federal Re- 
serve Bank of Richmond. Robert 
Morris Associates, 1417 Sansom 
Street, Philadelphia, 160 pp. $1.50. 

This is the first completely revised 
edition of this work, which has gone 
through six printings since its pub- 
lication in 1946. Much of the text 
has been rewritten—whole chapters, 
in some instances. New forms have 
been included and charts brought up 
to date. 

The appendix now contains a com- 
plete bibliography of book titles, 
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This display takes advantage of a high- 
traffic location near the entrance at one 


of the offices of Citizens & Southern 
National Bank, Atlanta, Georgia 


periodicals, and other reference 
works for the bank credit depart- 
ment or bank library. And the book 
has been found in hard covers, blue 
cloth stamped in gold. 


Dr. Neifeld's New Book 


Trenps IN CONSUMER FINANCE. By 
M. R. Neifeld, vice-president, Bene- 


ficial Management Corporation. 
Mack Publishing Company, Easton, 
Pa. 160 pp. $6, including durable 
case. 

In his latest of many volumes on 
consumer credit, Dr. Neifeld seeks 
to assemble under one cover every- 
thing of interest to lenders and to 
those interested in lenders. It an- 
swers many questions on small loans 
for the student, legislator, social 
worker, newspaperman, public offi- 
cial, banker, investor, and lender. 

It shows the effect on small loans 
of war, inflation, and of national 
growth. It discusses costs, losses, 
recoveries, profits, rates, break-even 
points, advertising, volume, out- 
standings, repayments, average 
deals, average offices, who borrows 
and why, security, capitalization, as- 
sets, loan-mix and the place of small 
loans in the American economy. 


Axe-Houghton Has Insured 
lustalment Investment Plan 


A NEW investment plan involving 
regular monthly instalments has 
been announced by the Axe Secu- 
rities Corporation. Known as the 
Axe-Houghton Stock Fund, it pro- 
vides for a 10-year program of reg- 
ular monthly investments which will 
be automatically insured by the Pru- 
dential Insurance Company of Amer- 
ica. Administration is by Irving 
Trust Company, New York. 

The investment plans outlined 
range from a maturity value of 
$3,000 to $10,000, with monthly pay- 
ments graduated from $25 to $83.33. 
An applicant, to be eligible, must be 
between 21 and 55 years of age and 
receive a regular income when ac- 
cepted. He will be insured auto- 
matically by Prudential for the un- 
paid portion of the investment plan; 
and all payments will be made to 
Irving Trust. 


How It Works 


The new plan is designed for sys- 
tematic investment by people of 
moderate means. For example, a 
father with a 6-year-old son or 
daughter, who wishes to plan to fi- 
nance a college education, could 
apply for an investment program 
covering 10 years designed to pro- 
duce $6,000 at maturity. His pay- 
ments would be $50 a month. The 
Axe-Houghton organization empha- 
sizes that this is an investment plan 
and that the market prices of secu- 
rities may fluctuate either up or 
down. Had the plan been in opera- 
tion during the past 10 years when 
the country’s economy was contin- 
uously expanding, an investor would 
have received substantially more 
than $6,000 at fhe market prices of 
securities over the 10-year period. 
However, the plan does not guar- 
antee to protect investors against 
losses in declining market. 

The new plan has been approved 
by the insurance commissioner of 
New York State. The company ex- 
pects that within a short time ap- 
proval will be granted in a total of 
17 states. 
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News for Trustmen 


Items and Comment from Our Trust Division and Other Sources 


General Dean to Address 
Western Regional Meeting 


Masor GENERAL WILLIAM F.. DEAN 
will be among the speakers at the 
28th Western Regional Trust Con- 
ference of the American Bankers 
Association at the Hotel Statler, Los 
Angeles, on August 19 and 20. An 
advance program for the Conference 
was announced by William D. Baker, 
vice president and trust officer, The 
Farmers and Merchants National 
Bank of Los Angeles, Los Angeles, 
who is general chairman of the con- 
ference. 

During the two-day meeting, 
trustmen from Arizona, California, 
Colorado, Idaho, Montana, Nevada, 
New Mexico, Oregon, Utah, Wash- 
ington, and Wyoming will discuss 
problems in administration of trusts 
by banks, under today’s unsettled 
conditions. 

The conference will be divided. in- 
to four sessions. At the first on 
Thursday morning, August 19, 
speakers will include N. Baxter 
Maddox, president of the Trust Divi- 
sion of the A.B.A., and vice presi- 
dent and trust officer of The First 
National Bank of Atlanta, Georgia; 
Maynard J. Toll of the firm of 
O'Melveny & Myers, Los Angeles, 
who will discuss “The 1954 Revenue 
Act as it Applies to Trusts and Es- 
tates”; and Major General Dean. 

The second session on Thursday 
afternoon will be devoted to panel 
discussions on trust management 
problems. The first panel will be on 
“Profit Sharing and Pension Trusts 
and Investments in Relation There- 
to.” The second will be on “Taking 
and Operating of Businesses by 
Trustees.” 

The third session on Friday morn- 
ing will be devoted entirely to shop. 
talks on “Operation Problems of 
Trust Departments.” 

Speakers on the fourth session 
will include Victor R. Hansen, Judge 
of the Superior Court, Probate De- 
partment, Los Angeles; Walter L. 
Nossaman of the firm of Brady, 
Nossaman & Paulston, Los Angeles; 
and Chairman Baker. 
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Young Lawyers Conference 


ORTY young lawyers specializing 
in fiduciary law were guests recent- 
ly of The Hanover Bank, New York, 
at a Young Lawyers’ Trust Confer- 
ence at the bank’s main office. 

First of the 1954 series of pro- 
grams designed to maintain the 
goodwill of the law profession, the 
conference embraced all phases of 
trust work and included talks by 
senior and junior officers of the Han- 
over. 

The lawyer guests were nominated 
by the senior partners of prominent 
law firms. 

Randolph C. Harrison, vice-presi- 
dent, and Warren H. Eierman, as- 
sistant vice-president, were among 
the Hanover officers participating in 
the program. Topics covered by the 
speakers included: “Employee Bene- 
fit Plans’; “Discretionary Payments 
by Trustees”; ‘Will Review and Es- 
tate Analysis”; “Estate Administra- 
tion’; “Investments”; and “Common 
Trust Funds.” 

A tour of the bank, a luncheon in 
the board room, and a “coffee and 
coke” break in mid-afternoon were 


included in the program. The at- 
torneys were introduced to depart- 
ment heads and senior accountants 
who were ready to help on various 
tax problems. 

Yale Law School seniors who in- 
tend to practice in the New York 
Metropolitan area were guests of 
the bank at a second conference— 
Yale Law School Trust Conference. 
Another Young Lawyers’ Trust Con- 
ference will be conducted in October. 


100 at Palm Beach Forum 


A FORUM recently sponsored by the 
Bank of Palm Beach and Trust Com- 
pany, Palm Beach, Florida, was at- 
tended by 100 CPAs, life under- 
writers, attorneys, and bankers from 
Palm Beach County. Gilbert T. 
Stephenson, of Pendleton, North 
Carolina, formerly director of trust 
research, The Graduate School of 
Banking, was the guest speaker. 

During a question-and-answer pe- 
riod which followed Mr. Stephen- 
son’s address, a suggestion that an 
estate planning council be organized 
in Palm Beach County received 
strong endorsement. 


The Bank's Role in Estate Administration (II) 


This article outlines steps incident 
to the appraisal for inventory of an 
estate and is the second in a series 
by PerRY PITCHER, trust officer of 
the Central National Bank and Trust 
Company, Topeka, Kansas. The first 
article in this series appeared in 
June BANKING and dealt with pre- 
liminary steps leading to the settle- 


Appraisal for Inventory 


Notwithstanding [Article 12] 59- 
1201 (2) [Kansas Probate Code] 
contemplate filing preliminary in- 
ventory (30 days) and appraisement 
later (within 60 days)—as soon as 
we feel we have fairly well mar- 
shalled the assets, it is our practice 
to proceed with immediate appraisal. 

(1) Checks on hand and dividends 


ment of the estate immediately fol- 
lowing the bank’s qualifying as ad- 
ministrator or executor. Future in- 
stalments in the series will cover 
inventories, Federal estate tax re- 
turns, investment review—sale or 
retention of securities, rendering 
court accounts, and closing proce- 
dure. 


declared prior to date of death are 
included as principal (we make this 
determination). 

(2) A list of the securities (ex- 
cluding U. S. Savings bonds) is sent 
to reputable dealer for appraisal 
(at mean between high and low on 
date of death). 

(3) If real estate is involved, we 
ask a dealer known to be familiar 
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with the type of property, to inspect 
and give us appraisal report. 

(4) If an automobile or house- 
hold goods are to be sold, we secure 
dealer’s appraisal, otherwise 

(a) and this means estates, we 
use the values and listing shown on 
last personal property tax return. 
This means, of course, that it is 
unusual rather than usual to require 
the appraisers to view these items. 


Get Assets on Books 


The procedure outlined above can 
usually be accomplished within two 
or three days of qualification, in 
some cases before. Assuming this 
can be done, we are in position to 
place the assets on the books at 
what will be their appraised value. 
In our case this is accomplished by 
the following simple procedure: 

(1) The account is assigned a 
permanent number. 

(2) “Miscellaneous Transactions 
—Increase”’ tickets are made up on 


each asset, in duplicate. One copy 
is marked “Corpus” and the other 
“Assets.” 

(3) These are included in the 
daily blotter and handed to the book- 
keeper who makes the ledger sheets 
and posts the tickets. 

(4) At the same time our chief 
clerk makes up cross index cards 
showing names and addresses of 
beneficiaries and sets up tickler 
cards for periodic payments to be 
made, etc. 

(5) Files are made up for the 
estate with a minimum of three 
folders for 

(a) Documents and reports: 
(b) tax file—(income, real estate, 
personal property, Federal estate 
tax); and (c) correspondence. 
(These can be subdivided into as 
many additional folders as may be 
indicated. ) 

(6) At or about the same time 
the original posting is made, an ab- 
stract of the account is made up 


which becomes a permanent part 
of estate record. 

(7) The completed set of ledger 
sheets is placed in the ledger tray 
under “Court” or “Private Trusts” 
and within those classifications the 
accounts are arranged alphabetically, 
The individual sheets within an ac- 
count are carried in the following 
order: 

(a) Abstract sheet; (b) cash 
sheet; (c) corpus sheet; (d) bonds; 
(e) stocks (same sheet whether 
common or preferred); (f) mort- 
gages; (g) real estate; (h) sundry 
assets; and (i) blank sheet (for 
excerpts from trust investment com- 
mittee minutes applying to particular 
account). 

(8) We have a separate file of 
“security” copies of ledger sheets 
filed alphabetically under the name 
of the security, and separate file of 
“tickler’”’ copies of ledger sheets 
filed according to interest-payment 
date. 


American Bankers Association 


19-20 


17-20 
4-5 


. 29- 
Dec. 1 


16-18 


Western Regional Trust Conference, Ho- 
tel Statler, Los Angeles 

80th Annual Convention, Atlantic City 

Midcontinent Trust Conference, Drake 
Hotel, Chicago, Il. 


Third National Agricultural Credit Con- 
Hotel Peabody, Memphis, 
enn. 


National Credit Conference, LaSalle Ho- 
tel, Chicago, 


State Associations 


Central States Conference, Grand Hotel, 
Mackinac Island, Mich. 

West Virginia, Greenbrier Hotel, White 
Sulphur Springs 

Pennsylvania Bankers Association, Sum- 
mer School, Pennsylvania State Uni- 
versity, State College 


Maine Savings, Poland Spring House, 
Poland Spring 


Massachusetts Savings, Washington Ho- 
tel, Bretton Woods, N. H. 


Connecticut Savings, Hotel Wentworth- 
By-The-Sea, Portsmouth, N. H. 


Nebraska, Fontenelle Hotel, Omaha 
Kentucky, Brown Hotel, Louisville 


New York Savings, The Greenbrier, 
White Sulphur Springs, W. Va. 
Iowa, Ft. Des Moines Hotel, Des Moines 


Aug. 8-20 


Aug. 23- 
Sept. 4 


. Sept. 26-30 


Sept. 27-30 


Sept. 30- 
Oct. 3 
Oct. 3-6 


Oct. 18-15 


Oct. 18-21 


Nov. 28- 
Dec. 3 


Arizona, ‘Arizona-Biltmore Hotel, Phoe- 
nix 


Other Organizations 


Western session, Graduate School of 
Credit and Financial Management, 
Credit Research Foundation of the 
National Association of Credit Men, 
Stanford University, Stanford, Calif. 

Eastern session, Graduate School of 
Credit and Financial Management, 
Credit Research Foundation of the 
National Association of Credit Men, 
Dartmouth College, Hanover, N. H 

School of Consumer Banking, University 
of Virginia, Charlottesville 

School of Banking, University of Wis- 
consin, Madison 

Financial Public Relations Association, 
Hotel Statler, Washington, D. C 

41st Annual Convention, Mortgage Bank- 
ers Association of America, Conrad 
Hilton Hotel, Chicago 

Association of Bank Women, National 
Convention, Shamrock Hotel, Houston, 
Texas 

Consumer Bankers Association, 
Roosevelt, New Orleans, La. 

National Association of Supervisors of 
State Banks, Sir Walter Raleigh Ho- 
tel, Raleigh, N. C. 

National Association of Bank Auditors 
and Comptrollers, 30th Annual Con- 
vention, San Francisco 


Investment Bankers Association, Holly- 
wood Beach Hotel, Hollywood, Fla. 


Hotel 
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Citation for 


American Banker Editor 


been editor for the past 25 
years of The American Banker, 

the only specialized daily banking 
newspaper in the United States, re- 
ceived a citation in ceremonies at 
The Graduate School of Banking, 
conducted by the American Bankers 
Association at Rutgers University. 
The citation, presented to Mr. Ax- 
ford by Dr. Harold Stonier, director 
of The Graduate School and execu- 


B. AXFORD, who has 


tive vice-president of the A.B.A., 
follows: 


In recognition of twenty-five years 
of editorial leadership in financial 
journalism as editor of the American 
Banker, founded one hundred and 
eighteen years ago. It is the only 
daily banking newspaper in the coun- 
try. 

He has been as fearless in his 
condemnation of what he believes to 
be wrong anywhere in banking, as 


Citation accompanying plaque presented to Clinton B. Axford, editor of American 
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Banker 


CLINTON’ AXAFORD 


torial leadership in financial journalism as 
Editor of the American Banker, founded one 
hundred and eighteen years ago. It is the only daily 


ie RECOGNITION Of twenty-five years of edi- 


banking newspaper in the country. 

He has been as fearless in his condemnation of 
what he believes to be wrong anywhere in banking, 
as he has been generous in praise of all constructive 
efforts to improve banking theory and practice. 

He has been in the forefront of the leaders of the 
banking press who have helped develop many of 
the educational projects now in existence in various 
parts of the country. 

Furthermore, his writings have had a profound 
influence on banking leaders and government officials 
during the past quarter of a century. 

The Graduate School of Banking is greatly in- 
debted to him for his work as a student and alumnus 
over the years. His suggestions and his criticisms have 
been, an important part of the material used in the 


* building of the School, its spirit, and traditions. 


Presented Junet5, 1954 at Rutgers University 


Clinton B. Axteed, left, receives plaque 
from Dr. Harold Stonier, director of 
The Graduate School 


he has been generous in praise of all 

constructive efforts to improve bank- 

ing theory and practice. 

He has been in the forefront of 
the leaders of the banking press who 
have helped develop many of the 
educational projects now in existence 
in various parts of the country. 

Furthermore, his writings have 
had a profound influence on banking 
leaders and government officials dur- 
ing the past quarter of a century. 

The Graduate School of Banking 
is greatly indebted to him for his 
work as a student and alumnus over 
the years. His suggestions and his 
criticisms have been an important 
part of the material used in the 
building of the School, its spirit, and 
traditions. 

Mr. Axford is a native of East 
Rutherford, New Jersey, wnere he 
was educated in the public schools. 
He later attended the Columbia Uni- 
versity School of Journalism. Dur- 
ing summer vacation in 1917, he 
embarked on his newspaper career, 
working on the Akron Beacon-Jour- 
nal. He continued in the newspaper 
field with the Akron Times, leaving 
there in 1922 to become a member 
of the staff of the St. Petersburg, 
Florida, Times. While in St. Peters- 
burg, he was engaged for a short 
time in the field of publicity and pub- 
lic relations before accepting a posi- 
tion with The American Banker in 
1927. Mr. Axford has been editor 
of The American Banker since 1929. 
Under his leadership, the newspaper 
has grown to have a national cir- 
culation and a widespread influence 
in banking circles. 

Mr. Axford is a member of the 
New York Financial Writers Asso- 
ciation and other professional so- 
cieties and organizations in the 
newspaper field. 
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Washington 


(CONTINUED FROM PAGE 37) 


authority from 1952 through the 
middle of March of this year. 

Dr. Burgess told the committee, 
in response to a question as to why 
the Treasury did not seek permanent 
authority to make such limited bor- 
rowings from the Federal Reserve, 
that he thought a periodic expira- 
tion of the power was better. 

This is the kind of an authority, 
he explained, that has got other 
central banks into trouble. There- 
fore, he felt it was a good idea that 
the authority for such borrowings 
should come up before Congress for 
review from time to time. 


Avoid FR Note Shipping 


A second proposal likely to be 
adopted finally by Congress would 
relieve.each Federal Reserve bank 
from the present statutory neces- 
sity, after receiving notes of an- 
other Federal Reserve bank, of ship- 
ping those notes back to the bank 
of issue. 

Chairman Martin of the Federal 
Reserve Board told both Banking 
committees that the repeal of this 
requirement would save the Federal 


HAVE YOU SEEN .... 


Reserve System $750,000 annually 
in expenses, and would have no 
monetary effect at all. 


Miscellaneous Bills Pending 


Various other propositions of di- 
rect or collateral interest to com- 
mercial banking were pending or 
active during the past month. 

One of these was the amendment 
to the National Banking law remov- 
ing the mandatory cumulative vot- 
ing privilege for shares of national 
banks. 

One bill would authorize the Bu- 
reau of Federal Credit Unions to 
establish regulations for the bond- 
ing of officers of Federal credit 
unions. In many quarters adequate 
bonding of credit union officers was 
considered to be an answer to the 
need of protecting share accounts 
in these cooperative associations, 
and preferable to the idea sponsored 
by some elements in the credit 
union movement to provide some 
form of “deposit insurance,” so- 
called, for credit union shares. An- 
other bill would authorize Federal 
credit unions to refund interest. 

There were two other pieces of 
legislation to which two different 
committees intended to give consid- 
eration, but for which definite 


(1) A brief description of the Senate housing bill as proposed by the 
Banking Committee. Write to that Committee, U. S. Capitol, Washington, 
D. C., for the “Opening Statement by Senator Capehart on the Housing 
Act of 1954” and the bill’s amendments. 


(2) A more detailed explanation of the Senate Banking Committee ver- 
sion of the housing bill may be obtained from that Committee, U. S. Capi- 
tol, Washington, D. C. Write for Report No. 1472 on the proposed 


Housing Act of 1954. 


(3) Not only a fresh and concise statement of the use of the Treasury’s 
power to borrow directly up to $5-billion from the Federal Reserve for 
shore periods, but a table showing figures on the times and extent to which 
that power has been used from 1952 through the middle of March 1954. 
Write to the Information Service, Treasury Department, Washington 25, 
D. C., for the statement of W. Randolph Burgess, Deputy to the Secre- 
tary, before the House Banking Committee on H.R. 8729. 


(4) A discussion of the credit, tax, and other problems of small busi- 
ness as seen by the special House Committee on Small Business. Write 
to this Committee, United States Capitol, Washington, D. C., for a copy 


of House Report 1610. 


(5) The Federal Reserve Board’s answer to Rep. Patman’s proposal 
that the FR System be audited by the General Accounting Office. Write 
to the Board, Washington 25, D. C., for a copy of the statement of Chair- 
man Martin on HR 7602 before the House Government Operations 


Committee. 


schedules had not been mace at 
writing. 

One of these was the bill to pro. 
vide for the eventual liquidation of 
the Postal Savings System. As pre 
viously reported in BANKING, the 
House Post Office Committee intend. 
ed to take up such a bill at public 
hearings, but still had been unable 
for some time to schedule a definite 
time for such hearings. 

On account of the long hearings 
on the so-called ‘housing scandals” 
and additional consideration of 
housing legislation, the Senate 
Banking Committee had to post 
pone further the setting of a def- 
nite date for resuming hearings on 
a proposal to adopt legislation fur. 
ther regulating bank holding com- 
panies. 


Farmers Home Moves Ahead 


The Farmers Home Administra- 
tion has the prospect of making a 
record volume of loans to farmers 
this fiscal year, exclusive of the 
$80,000,000 to $100,000,000 of spe- 
cial drought and livestock loans 
which this agency was designated 
to handle. 

Farmers Home is descended in a 
direct bureaucratic line from the 
Resettlement Administration of 
which Rexford Guy Tugwell was the 
first Administrator under the Roose 
velt Administration. Subsequently, 
in a reorganization, the much criti- 
cized agency’s name was changed to 
Farm Security Administration. An 
act of Congress in the postwar pe- 
riod changed the name again to 
Farmers Home Administration. 

Farmers Home thus has an estab- 
lished geneological right, as it were, 
to being known as a true bureat- 
cratic daughter of the Roosevelt 
Revolution. By law it is prohibited 
from making loans to farmers who 
can obtain satisfactory credit from 
private sources or the agencies of 
the Farm Credit Administration, 
another of the Government-spon- 
sored groups. 

Production and subsistence loans 
of the farm-FHA for the present 
fiscal year through the first week of 
May amounted to about $142,000, 
000. This compares with $129, 
000,000 in all fiscal 1953 and with 
the previous high of $137,000,000 in 
fiscal 1942. 

Farm mortgage loans, including 
insured loans, for the first 10 
months of this fiscal year amounted 


(CONTINUED ON PAGE 98) 
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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 


NATIONA LS consistently command 
HIGHER RESALE PRICES 


Original buyers of National homes save 
hundreds, even thousands, of dollars 
through our huge purchasing power and 
cost-cutting production methods. So nat- 
urally these homes have a greater resale 


value than other types of houses that 
were in the same price range when new. 
This intangible plus adds measurably to 
the worth of mortgages on National 
homes. Your inquiry is invited. 


All National homes are produced with top 
quality “‘brand name” materials and equipment, 
in designs and sizes to meet every family 

taste, every income. Brochures of latest 

models will be sent on request. 


NATION’S LARGEST PRODUCER OF QUALITY HOMES 


public « 
finite ~~ 
rings 
dals” 
1 of 
enate 
post- 
defi- 
S on 
fur- 
com- 
istra- 
ng a 
ers 
the f 
spe- 
pos 
oans | | 
sent 
k of @ 
)00,- 
with 
0 in HOME 
10 
ted 
ING July 1954 97 
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to about $41,000,000, compared 
with nearly $49,000,000 in 1953 and 
a previous yearly high of about 
$50,000,000 in fiscal 1942. 


Criticizes SBA 


Too much time elapses between 
the receipt by the Small Business 
Administration of an application for 
a loan and the refusal of that ap- 
plication or its acceptance and the 
disbursement of the proceeds, it was 
charged by the special House Com- 
mittee on Small Business. 

SBA, said the committee, “is not 
yet achieving its potential effective- 
ness and is not fully carrying out 
the intent of Congress. Of all the 
programs of the Small Business Ad- 
ministration, the most important 
one at this time is that of making 
long-term credit available to the 
small business community.” 

Meanwhile SBA directed all its 
regional officials to adopt the prac- 
tice of offering constantly to banks 
any SBA loans which officials be- 
lieved are “‘seasoned” and would be 
attractive to banks or other lenders. 
As fast as an SBA customer, either 
on a participation or a direct loan, 
establishes himself as a good credit 
risk, it will be the policy of SBA to 
seek to shift him from the Govern- 
ment to the private lending system. 


Conferees Write Housing Bill 


Without any appreciable debate, 
the Senate passed the Senate com- 
mittee’s revision of the House ver- 
sion of housing legislation. The lat- 


ter in turn was a substantial revi- 
sion of the Administration’s own 
housing legislative program, framed 
largely as a consequence of the 
recommendations of the President’s 
Advisory Committee on Housing. 

The many provisions of the two 
bills were most complex. They had 
some, but not too close, relation- 
ship to the President’s program. In 
some cases the Senate tightened up 
on Government-sponsored housing 
credit, but in other ways liberalized 
it. 

In any case the House and Sen- 
ate versions of the bill were so di- 
vergent that, as a matter of prac- 
tical fact, the framing of a final 
housing bill was left largely to the 
conferees. 

In the normal course of events, 
the final terms of this legislation 
should be agreed upon very soon, 
although they were not decided up- 
on at the time of writing. 

One of the things which the Sen- 
ate proposed was to retain the 
name of the Federal Savings and 
Loan Insurance Corp. As the bill 
passed the House, the name was 
changed to “Federal Savings Insur- 
ance Corporation.” 

While the House approved the 
President’s recommendation to boost 
maximum Title I home improvement 
and modernization loans to $3,000 
from the present limit of $2,500, the 
Senate voted against this. The Sen- 
ate also turned down the House’s 
proposal to permit maturities of five 
years instead of three years and 32 
days, as at present. 

The Senate also limited Title I 


Ten years ago these men were on the beach of Normandy, when the Allies made 
their historic landing. They are former war correspondents who were greeted by 
the President (center) as they left for observance of the anniversary in France 
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loans to those which improved the 
livability and utility of a house, 
thereby seeking to bar loans for 
swimming pools, dog houses, and 
similar objects. 

A further proposed change in 
Title I made by the Senate was that, 
in place of the present system of 
insuring up to 10% of a bank’s port- 
folio of modernization and repair 
loans, there would be co-insurance, 
instead, of only a percentage of each 
individual loan. FHA would insure 
any loss up to 80% under the bill. 

In general, the Senate proposed 
to require that a builder must cer- 
tify his costs in constructing any 
FHA-insured multifamily housing, 
and, if he received more than the 
legally allowed percentage of loan 
to cost, he was to apply such excess 
proceeds on reduction of the loan. 

There was no provision for addi- 
tional public housing in the bill as 
it passed the House. The Senate 
adopted a proposed 4-year program 
of 35,000 units per year. 

An amendment by Sen. Byrd (D., 
Va.) was approved requiring all 
FHA lenders to certify as to their 
determination of the soundness of 
each loan. 

The new Administration’s pro- 
posed “low cost public housing”’ (but 
not so called) was made less liberal. 

In general, the Senate proposed to 
liberalize FHA credit more than the 
present law but less liberally than 
the House. Neither House gave the 
President the authority he wanted 
to vary down-payments, interest 
rates, and maturities. 

While the Senate retained, on a 
“stand-by basis,” the present Federal 
National Mortgage Association, it 
gave that agency no apparent new 
funds. Thus the Senate voted 
against the proposed plan for a re- 
chartered FNMA. Some had thought 
that a rechartered FNMA would, in 
some of its activities, finance itself 
through sale of. its own debentures 
instead of through calls upon the 
U. S. Treasury. 


Treasury Will Release 
Fiscal 1954 Results 


An announcement by the Treasury 
is expected momentarily of the 
Government’s fiscal year 1954 re- 
sults. 

Observers were counting upon 
a deficit of about $3-billion, close 
to the January estimate, with 
“shortfalls” in revenues and expendi- 
tures about cancelling out. (END) 
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sure 


vail SALES KIT? 


cer- 
any 
1 Step up your earnings by selling 

e 
loan NCB TRAVELERS CHECKS! You keep the 
san. B ENTIRE SELLING COMMISSION —% of 1% 
ddi- 
as 
nate 
ram and promotion campaign to put to work for your bank. 


> 


Here is a new ready-made, ready-to-use advertising 


- It offers a wealth of effective material to help you 
‘7 sell more National City Bank Travelers Checks and 


heir [§ increase the volume of your commissions through their 
sale. Included are NEWSPAPER MATS, all prepared 
to run, simply add your bank’s name and address; 
WINDOW DECALS, SIGNS, BLOTTERS, STATEMENT 
ENCLOSURES ... and the handy pocket-size booklet, 
"THE TRAVELER’S FRIEND,” for distribution to your 


traveling customers. 


Samples of some of these helpful sales aids are in the 
pocket of the kit, plus a stamped return postcard to make it 
convenient for you to order just what you want. All you do 
is fill in the name and address of your bank, the material 


and quantities desired, and mail it to us. 


If you haven't received your new 1954 
NCB SALES KIT, we will send you one on 
request. We can also supply electric 

and lucite signs, posters, three-dimensional 
window displays, radio and TV scripts, 


TV film strips, and pocket calendar cards. 


THE NATIONAL CITY BANK OF NEW YORK 
Bivsl tn Banking 


55 Wall Street, New York 15, N.Y. 
Member Federal Deposit Insurance Corporation 
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Public Relations 


(CONTINUED FROM PAGE 52) 
part in the winning state, Mrs. 
Walker presented a Savings Bond 
to Mrs. O. Hoge Hopkins, economic 
security chairman of the Virginia 
Federation. 

More than 225,000 women attend- 
ed over 3,600 finance forums in the 
General Federation program in the 
past two years. 

In Virginia, the First National 
Exchange Bank of Roanoke has 
made its own extensive forum ex- 
perience available to numerous cor- 
respondent banks whose meetings 
have had excellent results. 

Also, plans are under way to make 
women’s forums a project of the 
Clearing House Committee of Group 
V, Virginia Bankers Association. W. 
N. Shearer, Jr., assistant cashier of 


A community calendar of coming local events is a service 
now offered by the First Suffolk National Bank of Hunt- 
ington, N. Y., in its lobby. The picture shows President 
George A. Heaney discussing the calendar with Director C. 


M. Johnson 


C. Francis Cocke, 
president of ‘Lhe 
rirst National kx- 
change Bank of 
Roanoke, and 
1ormer president 
of the A.B.A. ad- 
dressing one of 
the bank’s forums 
for women, 
Others on the pro- 
gram were Robert 
H. Daniel, vice- 
president, and 
Paul S. Stone- 
sifer, vice - presi- 
dent and trust of- 
ficer 


the First, and Francis Bell, cashier 
of the Marion National Bank, are 
presenting the plan to clearing 
houses this summer. 


It in Writing’ 


poy only way to have a real pub- 
lic relations policy is to put it 
in writing, says Jason W. Stock- 
bridge, public relations director of 
the National Association of Mutual 
Savings Banks. 

Speaking to the Savings Banks 
Women of Connecticut, he urged 
that the objectives of a PR program 
be written out. 

“After you've written and made 
known your objectives,” he con- 
tinued, “consideration should be 
given as to how to put into practice 
techniques which will help you to 
reach these aims. Here are a few: 


““(1) Be sure every member of the 

bank’s staff knows how t 

smile and practices this 

knowledge in the bank every 

day. 

Learn to call your customers 

by name. 

Practice tact and diplomacy, 

Be courteous at all times, 

Be jealous of your bank’ 

good reputation. 

Tell people about the merits 

of your bank. 

Make friends of your cus. 

tomers. 

Take an active part in com. 

munity activities. 

“(9) As a bank, do good deeds and 
tell the public about them, 

(10) Know your local newspaper 
editor and supply him with 
news about the bank as it 
happens. 

(11) Tie in your advertising pro- 
gram with your public reila- 
tions objectives.” 


“(2) 


“(3) 
“(4) 
“(5) 


“(6) 
“(8) 


Words and Music 


A recent issue of New Yorker 
magazine carried a page and a col- 
umn CHASE NATIONAL BANK adver- 
tisement featuring a new rhumba, 
“Bank at the Chase,” by Carmen 
Cavallaro. Words and music were 
included. Copy was headed: “Good 
Customer Carmen Cavallaro Speaks 
Up for Chase.” Mr. C. and the bank, 
the ad continued, were in complete 
agreement: 

“He looks after the music. We look 
after the money.” 


An “Oil on Display” lobby exhibit attracted thousands to 

the lobby of the United States National Bank of Denver. 

The display showed the nontechnical aspects of the oil 

industry, what the oilman does, and the industry’s impor 
tance to the Denver area 
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Most direct route between you 
...and anywhere in California! 


No red tape—no costly delays—when you use Bank of America’s state- 
wide system of 543 branches for the direct routing of collection and 
remittance itemis. Cash letters may be sent d/rect/y to any one of the 330 
California communities in which this bank is located and your account 
credited the same day they are received. This reduces float. It also means 
rejected items, returned directly by the branch, reach you days ahead of 
items traveling through usual channels. To inquire about this unique 
correspondent service, write Corporation and Bank Relations Depart- 
ment, Bank of America, 300 Montgomery Street, San Francisco or 660 
South Spring Street, Los Angeles. 


the bank that. browd. — 
Bank of America 


NATIONAL ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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The ‘Treasury's 


Salesman in 


Judith Basin 


ECENTLY a Judith Basin rancher in Centra] Mon- 
R tana squashed a rumor that N. B. Matthews, 75- 
year-old president and owner of the Basin State 
Bank in Stanford, was retiring. “The Treasury won't let 
him,” he said. “It’s men like Matthews that hold this 
Government together.” 

If this is true (no one in the Treasury denies it), then 
N. B. Matthews had better stop shopping for a buyer 
for his bank, take down the “For Sale” sign, and resign 
himself to running for many more years the financial 
affairs of his beloved friends in Judith Basin County. 

The Treasury’s interest in Mr. Matthews is one of 
gratitude for outstanding contributions he’s made to his 
country by selling U. S. Savings Bonds for 13 years. 
In doing this, he’s also developed some healthy thrift 
patterns among his 1,500 customers that will remain 
as one of many fine monuments N. B. Matthews will 
leave behind when he’s made up his last balance sheet. 

Mr. Matthews can’t recall the amount of Savings 
Bonds he’s sold, but he knows that $5,000,000, “give or 
take a little on either side,’’ would be close. He remem- 
bers better the amounts cashed in, because each occa- 
sional redemption has purchased cars, grain, cattle, or 
land, as well as paid for many vacation trips. ‘But I 
sometimes think,” he says, “that I’ve still got in my safe 
deposit boxes more money in Savings Bonds than I’ve 
got in demand deposits.” Since this amounts to over 
$3,000,000, it looks as though Judith Basin residents 
st‘ll have a lot more money stored away in Savings 
Bonds for more cars, grain, cattle, land, or future trips. 

Stanford, Montana, where N. B. Matthews settled 41 
years ago, is the county seat of Judith Basin, and the 
center of a rich, sprawling, cattle and sheep raising 
domain in central Montana. It is rimmed in by the High- 
wood Mountains to the north, the Snowy Mountains on 
the south, the Moccasin and Judith Mountains on the 


east, and the Little Belts on the west. Old timers say ~ 


that winter winds whistling down the canyons and 
across the plains of Stanford will freeze a man’s breath, 
while the stillness of a summer night will carry a man’s 
voice clear to Helena. 

Mr. Matthews’ positive, aggressive attitude toward 
Savings Bonds is one reason Judith Basin has always ex- 
ceeded its Savings Bonds drive quotas since the begin- 
ning of World War II. Mr. Matthews believes in them, 
and he wants others to believe in them. A. T. Hibbard, 
Montana’s state Savings Bonds chairman and president 
of the Union Bank and Trust Company of Helena, main- 
tains that if Judith Basin passes its Savings Bonds goal 
‘this year the Treasury is going to let Mr. Matthews 
assign his own bond quota. “Last year we gave him a 
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goal of $70,000 in series E and H Savings Bonds,” Mr, 
Hibbard said, “and he sold $160,500. So this year we 
boosted his goal to $171,500. If he beats this very much 
we'll have to believe the rumor that somebody is smug. 
gling money into Judith Basin.” 

Ranchers don’t joke much around Judith Basin. They 
just play sly tricks, like getting a free lunch out of their 
banker in Stanford. This they do by declaring a mora. 
torium on buying Savings Bonds. Pretty soon N. B. Mat- 
thews is on the phone, and the conversation runs some. 
thing like this: 

“‘When you comin’ to town, Fred?” 

“Can’t rightly say, N.B. Week or two, maybe. Got 
something to talk to me about?” 

“Yeh! Something to talk about, and something to 
show you. How about lunch tomorrow. You can’t be 
that busy.” 

“Fine. See you then—about 10:30.” 

The ranchers know that after lunch, after the friendly 
greetings and shop-talk, N. B. Matthews is going to ask 
them why they haven’t been buying Savings Bonds 
lately. More than likely they’ll take out their wallet-. 
unless they feel rather ‘‘mean,” in which case they'll 
demand a sales talk—and purchase some Savings Bonds, 
They just like having N. B. Matthews buy their lunch 
occasionally. 


Many Honors, But Especially One 


A past president of the Independent Bankers Associa- 
tion of America (1945) and past president of the Mon- 
tana Bankers Association (1950), Mr. Matthews has 
served as the Treasury’s Judith Basin volunteer Savings 
Bonds chairman since the year the first series E Savings 
Bonds were sold in 1941. Many honors have come his 
way in a lifetime of rural banking, but the one he prizes 
most is the warm handclasp of a widow and her quiet 
“thank you for what you’ve done for me.” 

Here is the story—a quiet testament to a country 
banker’s devotion to his job. 

John Doerr (a fictitious name) had over $5,000 in his 
safety deposit box when one of the early war loan drives 
began. N. B. Matthews persuaded him to put it into War 


Mr. Matthews (left) with Frederick T. Hubbard, Montana 

state director of the Savings Bonds Division, looking over 

a part of the thousands of Savings Bonds stubs representing 
the community’s record purchases 
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Savings Bonds. Year after year, as John Doerr made 
and spent his money, Mr. Matthews encouraged him to 
put a portion away in the Treasury’s Savings Bonds. 
“Something for your future, John,” he told him. One day 
after the war John Doerr entered the bank, took out his 
safety deposit box, tucked it under his arm, and started 
south toward Helena in his car. Many weeks later 
when Mr. Matthews saw him again, he casually inquired 
about the safety deposit box. Gone were over $50,000 
in Savings Bonds, $5,000 in cash, and the safe deposit 
box belonging to the bank. 

“Someone robbed him, or ‘rolled’ him, whatever you 
want to call it, and he was ashamed to talk about it. We 
spoke to him—the Sheriff and I—but he wanted to for- 
get the whole thing,” Mr. Matthews related. “Fact is, he 
made us promise we wouldn’t tell his wife. He felt that 
someone had made a fool of him, and no man likes to 
remember that.” 


Bond Records to the Rescue 

Mr. Matthews went through the bank’s record of Sav- 
ings Bonds stubs (they’re all filed alphabetically from 
the first sale in 1941) and listed every Savings Bond 
that John Doerr had purchased, which amounted to over 
$50,000 in cash value. He then sent the records to the 
Treasury’s Division of Loans and Currency and ac- 
quainted them with the loss. Mr. Matthews couldn’t re- 
quest new Savings Bonds for those that had been stolen, 
because John Doerr wouldn’t sign the necessary papers. 

A few years later, John Doerr died. Only when his 
estate was probated was Mr. Matthews able to tell his 
wife for the first time about her husband’s Savings 
Bonds. This, as it later turned out, was her only legacy 
from the estate, over $50,000 in Savings Bonds. That’s 
when the warm handclasp and the quiet “thank you for 
all you’ve done” more than repaid N. B. Matthews for 
the time spent in educating his customers to the value of 
Savings Bonds. 

“God willing—and the Treasury,” he says, “I'd like to 
go on for many more years selling Savings Bonds to the 
people in Judith Basin. There’s something mighty nice 
and satisfying about selling people shares in their coun- 
try’s future.” 


Banker Matthews with Rancher James L. Holzer. This was 

one of the occasions when one of Mr. Matthews’ friends 

dropped in for a “free lunch” before purchasing more 
U. S. Savings Bonds 
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Holland Furnace is the only company 
in the industry which retails. This 
requires it to maintain its own sales 
outlets, which, in turn, allows it to 
control the end use of its products. 


Because of this, it can not only guar- 
antee heating comfort and satisfac- 
tion, but effectively stand behind 
such a guarantee. 


To insure your continuing comfort, 
the Company employs over 5000 men 
in 500 factory branches, ready to 
serve you, along with our 17,000,000 
present customers, twenty-four hours 
a day, year after year. 


All company installment loan paper 
is handled by more than 700 banks 
and financing companies on non-re- 
course basis. Consult our local man- 
ager on availability of paper for your 


bank. 


HOLLAND FURNACE COMPANY 


World’s Largest Installers of 
Home Heating Equipment 


MAIN OFFICE AND PLANTS at HOLLAND, MICH. 
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Fill the need in those sections where it is the 
practice to wrap $20.00 in halves instead of 
the customary $10.00 quantity. They're 
extra WIDE and strong for wrapping all of | 
the standard quantities of coins in reg- 4 
for halves. 1000 to a box. Taper- 


ed or gummed edges. < 


.-. and CASH CHECKS QUICKER 


-- Ahandy device that holds a moderate amount 
_ Of bills of varying denominations rendered 
available for quick handling. Makes cashing 

of checks quick and easy. Enameled Aluminum 
Base, 6% inches square. Nickeled posts are 7 
inches high. Counterweight enameled metal. 


| The National Shawmut 


ular packages. Double size package f : | 


WOMEN’S ROLE 
in Bank Public Relations 


RAY A. ILG 


Mr. ILG is a staff vice-president, 
Bank of 
Boston. 


OMEN today have an increas- 
ingly important role in the 
economy of our homes, busi- 


| | nesses, and communities. There are 
| many more women customers of 


banks than ever before and the 
number is mounting daily. The 


| women’s angle in the banking busi- 


ness has become more important and 
has proved to be most helpful to 


| our clientele of both sexes. Banks, 
| therefore, cannot afford to discount 
| the ability of women employees. 
/ | Women have a specific contribution 
| te make to our business and should 


definitely be an integral part of it. 


| They are usually experts in efii- 


ciency and, by and large, far supe- 


rior to men in methods and neatness. 
The unsettled international situa- 


tion, personnel being an important 
factor in the picture, has awakened 
management to the desirability of 
learning something about the pres- 
ent and potential capabilities of 
women. Banks have followed the 
pattern of other business fields in 
this respect, with the full realization 
that it is our responsibility as bank 
management to be on the lookout 
constantly for executive caliber ma- 
terial among the fair sex. 

Today women are found in banks 
in increasing numbers at all levels, 
and the trend is toward an even 
greater variety of jobs and respon- 
sibilities for them. In fact, we can- 
not conduct the banking business 
successfully today without them. 

Insofar as the bank public rela- 
tions job is concerned, there should 
be no division of sexes. Let us 
make no distinction between what a 

(CONTINUED ON PAGE 106) 


One of the panels at the recent Florida Bankers Association Bank Executives 


| Forum, showing, left to right, A. Gordon Bradt, second vice-president, Continental 
| Illinois National Bank and Trust Co. of Chicago; Sidney Dosh, cashier, Commer- 


cial Bank & Trust Co., Ocala, Fla.; S. H. Fifield, vice-president, Barnett National 


| Bank, Jacksonville, and George H. Rast vice-president and cashier, First National 
Bank, Leesburg, Fla. The subject of Mr. Bradt’s panel was ““Win People, Business 


for Your Bank”’ 


BANKING 


| 
DEINED ESPECIALLY for 
WEST and SOUTHWEST 
AG, 
| 
Con, . 
§ 
é q | 
then ”. Co,’ rap 
| 
eqn R | 
"§ wo 
or Ps ¢ 
ad poisture sr the 
Save pandine ad fot Bil yastic: sanitary: | 
The €.L, DOWNEY CO. 
NANNIBAL, MO. j 
104 


Featuring 


individual 


controls 


Now, for the first time, two of your tellers can keep 
separate records safely, without confusion, on a 
single Sensimatic Accounting Machine. This new 
Burroughs machine can be applied to either unit 
or dual plan window posting where individual 
total accumulations are required for two tellers, 
or for regular and relief machine operators, with 
increased audit control. 


What’s more, you get all the advantages of the 
famous Sensimatic automatic operations . . 
including one-operation posting of journal, original 
passbook and ledger . . . proof of posting accuracy 
... posting of ledgor controls. 


So, get all the facts on this new Burroughs Sensi- 
matic Accounting Machine—developed specifical- 
ly for two-teller window posting. Call your nearest 
Burroughs branch, or write directly to Burroughs 
Corporation, Detroit 32, Michigan. 
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Gow Teller locks enforce identification of every entry. 


Separate accumulating registers are under the 
control of each teller’s individual lock, preventing 
unauthorized entries. 


S~ Cash balancing totals are immediately available at 


any time for each teller. 


Dew Auditor lock insures correct dating of each entry. 


‘ o-~ Audit lock is provided over all control keys. 


Wherever there’s business there’s 


Burroughs. 
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American 


Credit Insurance 


limes up your customers’ 


eredit lines 


. 


Backs judgement of credit executive. 


Gives positive loss prevention. 


Harmonizes Credit-Sales relations. 


Promotes efficiency in organization. 


Creates confidence—basis of all credit. 


Provides Service for handling collections. 
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Endorses customer’s promise to pay. 


Gives Accounts Receivable real value. 


Provides accurate cost basis of shipments. 


Helps avoid secondary credit costs. 


> 


Creates an adequate bad debt reserve. 


For booklet, write Dept. 45, First National Bank Bldg., Baltimore 2, Md. 


American Credit 


Indemnity Company 


of New York 


Provides endorsement for borrowing purposes. 


Protects working capital invested in receivables. 


Minimizes risk and anxiety, promotes planning. 


(CONTINUED FROM PAGE 104) 
woman in public relations does and 
the accomplishments of a man in 
the same field. It’s the job to be done 
that matters, and full recognition 
should be given the person who per. 
forms the task, irrespective of sex, 


Women Easily Trained 


Before World War II, bank man. 
agement generally hesitated to con- 
sider women in public contact ca- 
pacities because it had never been 
done to any appreciable extent he- 
fore. It was also feared that the 
turnover would be too great. Being 
forced to give women new oppor- 
tunities and jobs which required 
meeting the public, management 
was surprised and indeed delighted 
to discover that the problem of 
turnover was not so serious as an- 
ticipated and to learn that women 
could be trained easily. Their per- 
formance proved most commend- 
able. 

Bank women have been most 
alert in helping women customers 
to understand money and banking 
problems. In fact, today women are 
placed in public contact positions 
partially for the reason that their 
very presence may encourage women 
to come into the bank. Many women 


| would much prefer to talk to a 


woman bank employee concerning 
financial matters, particularly if the 
customer is afraid she might ask a 
foolish question. 

There is no doubt that women 
perform very effectively within the 
banking quarters, particularly in 
dealing with the banking problems 
of individuals, couples, and family 
units. It is possible that before too 
long they may be chosen to repre: 
sent their institutions to business 
units within the local area. 


“Imagination, Understanding, 
Skill in P.R." 


With the support of public rela- 
tions-minded bank management, 
women have displayed imagination, 
ingenuity, understanding of people, 
and a growing skill in the public 
relations field. 

In order for any business to be 
successful, it must produce men and 
women who are doers rather than 
spectators. 

“By their fruits shall ye know 
them.” The outstanding achieve 
ments of women in our banks today 
is living proof of the practical ap- 
plication of this Scriptural verse. 
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A.1.B.’s Record Year 


(CONTINUED FROM PAGE 87) 


pranch. Third place, $100, was taken 
by Richard S. Fitzgerald, First Na- 
tional Bank, Denver. 

Seattle Chapter won the National 
Convention Debate for the Jesse H. 
Jones Prizes, defeating Baton Rouge. 
The Northwesterners upheld the 
negative on this question: “Re- 
solved, that all executive agreements 
between the President of the United 
States and representatives of for- 
eign governments should be subject 
to approval by the United States 
Senate.” 


Four bankers were elected to the 
Institute’s Executive Council for 
three-year terms: Frederick M. Dar- 
row, Onondaga County Savings 
Bank, Syracuse, N. Y.; Ernest J. 
Haugberg, First National Bank of 
St. Paul; Ralph H. Mittendorff, 
American Security & Trust Com- 
pany, Washington, D. C.; and John 
F. Otto, United States National 
Bank, Portland, Ore. 

New committee chairmen named 
by President Roemershauser for the 
coming year: 

Debate, J. Wray Murray, The First 
National Bank of Memphis; Forum 
ond Seminar, Arthur E. Kroner, 
East River Savings Bank, New York 
City; Membership and Enrolment, 
Dorothy A. O’Melia, Maine Savings 
Bank, Portland, Me.; Publicity, 
David Lloyd, Jr., Wyoming National 
Bank of Wilkes-Barre, Pa.; Public 
Relations, Mrs. Bessie P. Faddis, 
Union National Bank of Pasadena, 
Cal.; Women’s, E. Roberta Durham, 
The First National Bank of Chicago; 
Public Speaking, Alex E. Lindholm, 
The Fulton National Bank, Atlanta. 

And here’s another piece of news: 
The A.I.B. received a merit award 
“for an outstanding example of 
printing” represented by its short- 
course textbooks. The certificate 
came from the New York Employing 
Printers Association. Inc., and was 
presented bv Peter J. Osgood of the 
>a Printing Company, New York 

ity. 


War. BANKING, those are the Los 
Angeles headlines. Make ’em as big 
a possible, for this was a big con- 
vention! 
AIBfully, 
JOHN L. COOLEY 
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The Mid-Vear Outlook 


(fr Tax-EXEMPT BONDS 


Bank investment executives as well as in- 
stitutional and individual buyers will find value 
and helpfulness in our new 1954 Mid -Year Survey 
of the Tax-Exempt Bond Market. It is available 
without cost or obligation. 

Always meriting the consideration of any in- 
vestor, state and municipal bonds are highly 
desirable for their tax-exempt yield, their safety, 
marketability and other investment qualities. 
This timely survey brings you up to date on fac- 
tors affecting the current market, developments 
that bear on tax-exempt investment opportunities, 
supply and demand, and the trends and outlook for 
prices. It helps you appraise these bonds with your 
bank’s or your own investment situation in mind. 


SEND FOR MID-YEAR SURVEY of the Tax-Exempt 
Bond Market. No cost or obligation. Ask for Booklet KC-7. 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 « 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 


MY DANK 


oF Mon TREAL 70 2 MILLION CARADIANS 


- 64 Wall Street San Francisco --333 California Street 
Chicago: Special Representative's Office, 141 West Jackson Bivd. 


600 Branches Canada -Resouces Exceed $2Billion 
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Operating Procedures 


(CONTINUED FROM PAGE 49) 


ly indicate if the customer’s account 
had a sufficient balance to cover the 
check. If this was the case, the 
teller would pay the cash to the 
customer, thus completing the trans- 
action as far as the customer was 
concerned. At the same time, each 
adding machine would be connected 
to a central electronic accounting 
machine which keeps track of each 
customer’s balance. In this trans- 
action, the amount of the check 
would also have been subtracted 
from the customer’s balance, at the 
same time, thus posting the cashed 
check to his account; or the cashed 
checks could be rapidly posted to 
the different accounts all at the 
same time, at the end of the day. 
At a later time, the customer’s state- 
ment could be prepared automat- 
ically. 

“This type of operation, which 
would use electronic equipment al- 
ready developed, could substantially 
speed up the internal proof and book- 
keeping work of a bank. Commercial 
accounts could be very easily handled 
on electronic equipment if it were 
not necessary to be able to tell on 
a moment’s notice what each custo- 
mer’s balance might be. As a partial 
answer to this problem, it might be 
possible to segregate a bank’s com- 
mercial accounts into two types: 
those where it was seldom necessary 
te refer to the balance and those 
where this reference was more fre- 
quent.” 

“There is little to fear regarding 
the technological unemployment of 
employees,” said Mr. Meyer. 

“The conversion to electronic ac- 
counting will be gradual. Reductions 
in operating costs will make it pos- 
sible for banks to extend the con- 
venience of banking service to more 
people. This would have the effect 
of increasing employment in banks.” 


Recruiting Employees 
Mx good pointers on recruiting 
future employees from four 
sources — present employees, high 
schools and colleges, employment 
agencies and advertising —are of- 
fered by Ray J. Miller, vice-presi- 
dent and personnel director of the 
First National Bank in St. Louis. 
His 16-page booklet, ‘“Employ- 
ment Recruitment and Fringe Bene- 
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Inside spread of a folder, 

“The Right Way to Make 

Out Your Deposit Ticket,” 

distributed by the Rhode 

Island Hospital Trust Com- 
pany 


II III III IIA AAA AAA SASS SAS ASS SSAA SAS 


fits,” is for use by all banks and is 
available from the First. 


Present Employees Best Source, 


“If you are paying your present 
employees fair salaries and treating 
them fairly, they are probably the 
best source available to you for ob- 
taining new employees,” says Mr. 
Miller. “Don’t ask their help, how- 
ever, unless you are absolutely sure 
about the ‘fair salaries’ and the 
‘fair treatment.’ They go hand in 
hand... 

“Satisfied employees can do more 
for your bank, both inside and out, 
than any other single factor. . . 
They can induce their friends to seek 
employment in your bank or they 
can warn them against doing so... 
Good salaries plus good treatment 
attract good clerks and good clerks 
make good banks. It is as simple as 
that.” 


Contact Your Schools 


It’s to your advantage, Mr. Miller 
continues, to keep in close touch 
with the teachers and administra- 
tors in local high schools and col- 
leges. ‘Let them know that you are 
anxious to have some of their stu- 
dents work in your bank when their 
education is completed. Visit the 
schools now and then. Tell the stu- 
dents about your bank and banking 
in general. Acquaint them with the 
opportunities of a banking career. 
Don’t sit and wait for them to come 
in and apply for positions because, 
unfortunately, banking today does 
not have too much allure for young 
people. Whose fault is that? What’s 


the difference? It is up to us Lankers 
to correct it.” 

The ‘“Business-Education Day” in 
St. Louis is a two-year-old program 
that has proved its worth, Mr. Miller 
asserts. 


Don’t Sell Agencies Short 


As for employment agencies, this 
banker advises against selling them 
short: “They can help you through 
some very trying times by filling 
clerical vacancies when every other 
medium fails.” 

Some bankers, he says, are rather 
skeptical about employment agencies. 
But ‘many capable individuals seek 
employment through employment 
agencies simply because they know 
that the agencies have direct con- 
tacts with employers and can thus 
expedite their placement in the type 
of job in which they are most inter- 
ested.” 


“Help Wanted” 


Commenting on advertising for 
new employees, Mr. Miller observes 
that although this practice “has 
probably made many oldtime 
bankers turn over in their graves,’ 
it’s not the least important of the 
four sources. 

“Our bank has used the ‘Help 
Wanted’ column of our local news 
papers now and then for the pur 
pose of securing new employes. 
We'll do it again, too, if the occasion 
arises. What’s more we won't fed! 
the least bit abashed or ashamed. 
After all, if we don’t tell the publit 
when we have clerical vacancies 
how in the world will the news gé 
around ? { 
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“We have been well pieased with 
results in the ads we have run. They 
prought us in direct contact with 
gome very fine indivicuals who are 


now a valuable part of our operat- | 


ing staff.” 


Fringe Benefits 
In his discussion of eight of the 
more familiar fringe benefits, Mr. 


Miller observes that they have be- | 


come ‘“‘so common that the average 


employee just takes them for | 


granted” and “the employer has be- 
come so accustomed to paying for 
them that he, too, seldom thinks 
about them.” Thus two advantages 
are lost: “The employee fails to ap- 
preciate the benefits he receives be- 
cause he believes they belong to him 
by some right or other”; and “the 
employer loses his advantage by not 
acquainting the employee with the 
facts.” 


“The ultimate benefits accrue to 


the employee and it is regrettable 
that most of them have no idea what 
the employer is paying out in their 
behalf. The fault lies with the em- 
ployer. In his own interest he should 
keep his employees informed.” 


Iowa Bankers Group 
Has Study Course 


‘y\HE Monetary Studies prepared by | 


the Economic Policy Commission 


of the American Bankers Associa- | 


tion are being used in an officers’ 
study course at the Iowa banks of 


which W. Harold Brenton is presi- | 


dent. 
Mr. Brenton, former president of 


the Association, organized the ‘‘Eco- | 
nomic Study Series” as a program of | 
monthly meetings at which the | 
A.B.A. pamphlets will provide the | 


basis for talks and discussion on 
monetary policy. 

The first conference was held re- 
cently at Iowa State College, Ames. 
Dr. E. Sherman Adams, deputy man- 
ager of the Association in charge of 


monetary policy, spoke on the sub- | 


jects covered by the first two studies 
in the A.B.A. series: “Our Financial 
System at Work,” and “How Our 
Reserve Banking System Operates.” 


Attendance of 70 men and women | 


included several directors of the va- 
rious banks. It is expected that the 
meetings will be resumed in the 
autumn. 
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PER-MATE 


Desk Sets 
Paper-MATE 


Custom 


Modern design, streamlined 
base, unique “jet swivel’ 
pen holder! Beautifully 
gift-packaged, 
unconditionally guaranteed! 


Firm-name or sales message here. Engraved on a gold plate 
or hot-stamped in gold. Best-looking, practical business- 


getter for customers, prospects, friends! 


Desk Set 


PAPER-MATE 


Jr. Executive 


Newest member of the Paper-Mate 
friend-making, business-getting 

pen family! Priced for 

modest budgets, has 24” 

chain for banks, hotels, 

counters. Base will adhere 

to any smooth surface! 

Unconditionally guaranteed. Gift-boxed. 


Your company name 
imprinted here. 


Write today for quantity prices! 


ADVERTISING SPECIALTIES DIVISION 

PAPER-MATE EASTERN, INC. 752 Broadway, New York, N. Y. 
PAPER-MATE COMPANY 8790 Hays Street, Culver City, Cai. 
PAPER-MATE.OF CANADA 265 Adelaide St. West, Toronto, Canada 
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Flemington. Fkarnd. 


BETTER BUSINESS METHODS 


Two Keys to Faster Reference, Greater Accuracy 
in your Bank’s Customer Information File 


Vertical Method with Convé-Filer 


The Winters National Bank and Trust 
Company of Dayton, Ohio, has approx- 
imately 156,000 reference cards in its 
Customer Information File, yet aver- 
age reference time is less than one 


minute, thanks to mechanized vertical 
filing. Moreover, increased reference 
capacity in 60% less space has resulted 
from the installation of these Convé- 
Filers, according to CIF Supervisor, 
Josephine Steger. As Miss Steger says, 
“This new filing system has served a 
dual role in overcoming our space 
problem and also in putting our rec- 
ords in more workable order.” 

Electrically-powered Convé-Filer 
delivers any desired card (from 50,000 
to 200,000) to its comfortably seated 
operator in seconds, with push button 
efficiency ... pays for itself in one to 
four years. Learn more about this 
mechanized tool for modern bank 
management by circling free folder 
LBV160 on the coupon. 


Here’s An Efficient, 
Simple Way to Improve 
Your Customer Relations 


“Prior to installing your electric type- 
writer,” writes a midwest banker, “we 
were not always too well pleased with 
the appearance of our correspondence. 
Now we are consistently turning out 


evenly printed, sharply defined let- 


ters.” Many bankers find the Reming- 
ton electric typewriter helps them 
make a better impression in executive 
and business development letters. 
“Also”, writes the same banker, “‘to 
secure the required number of carbon 
copies on reports frequently meant 
several writings. New a dozen good 
carbon copies are no more of a problem 
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Visible Method with Chaindex.... 


The Central National Bank of Cleve- 
land runs its highly efficient Customer 
Information File via the visible 
method, using Chaindex for accuracy 
and Kardex for speed. With Chaindex, 
records are printed directly from 
address plates at the time and origin 
of the account, thus eliminating trans- 
cription errors. Then the Chaindex 


ecards are locked into Kardex pockets,’ 


eliminating lost and jumbled records 
and utilizing Kardex visibility to 
assure speedy fingertip reference. 
Plug-in phones let the clerks answer 
inquiries right from the file, without 
withdrawing records. See folder SN728 
on Central National’s application of 


see 

ce 


Chaindex, and MC731 (on a loan basis) 
for a complete explanation of the 
Mechanized Chaindex system for a 
time and money-saving Customer In- 
formation File. 


than one.” You’ll find it saves time and 
effort on lots of work such as manifold 
loan tickets, security and trust records, 
purchase records and statements. Ask 
for brochure RE8612. 


For 
Through Lower 


Greater Profits 


Costs 


Fully Automatic Model 99 
Printing Calculator 
Sets New Sales Records 


Sales of the new Model 99 Printing 
Calculator are snowballing at an un- 
precedented rate. The reason -—this is 
the first fully automatic printing cal- 
culator to combine in one machine the 
eight efficiency features you’ll find de- 
scribed in the folder offered below. 

Here’s the perfect answer to all your 
figuring problems. It automatically 
multiplies, divides, adds, and subtracts 
amounts up to ten trillion. It proves 
and prints every calculation on the 
tape...can be used both as a calcu- 
lator and as an adding-listing machine. 

Get all the facts about the Model 99 
Printing Calculator. Check C669 on 
the coupon. 


Memington. Fland. 


Room 1737, 315 Fourth Ave., New York 10 


Yes, I'd like to have the literature circled. 
LBV160 SN728 MC731 
RE8612 C669 


Title 


Stats, 


fo 
ni 
ch 
: 
ly 
re 
c 
a 
i 
h 
ing 
= 
2 
: 
. 
Name 
Firm, 
Pee 


Government Bonds 
(CONTINUED FROM PAGE 55) 


for the longer bonds. Investors could 
and did find more attractive income 
yields from both corporate and mu- 
nicipal issues. They had plenty of 
choice. The difficulty was to find a 
market for what they had to sell 
without too great price concessions. 
So there seemed to be a steady drib- 
ble of offerings, and no one to step 
in and say “this is far enough down.” 

Even the best yielding long bond, 
ie., the 234% 1961, slipped off sharp- 
ly after May 9 when profits could be 
taken, subject only to the long 
rather than the short-term capital 
gains tax. 

A good deal of the usual swapping 
around from one issue to another 
occurred as banks adjusted their 
differently constituted portfolios, 
and on balance some net sales may 
have resulted, as there was an in- 
crease in holdings of “other bonds” 
—presumably tax free issues. 

The banks have lengthened the 
average maturity of their portfolios 
since the first of the year and per- 
haps do not want to go any further 


until some of the “ifs’ for the sec- 
ond half-year can be cleared up. 
However, the income return from 
the shortest issues is now so low 
that securities in the 5-to-10-year 
range at the present lower prices 
have a good deal to recommend them. 


Federal Reserve Lends a Hand 


No part of the decline in the mar- 
ket could be attributed to any change 
in the outlook for easy money. Free 
reserves—which are the excess of 
reserves Over money borrowed from 
the Fed—remained at an average of 
about $500,000,000 for all of May. 

Nevertheless, the excess was un- 
evenly distributed and from time to 
time some shortage of funds de- 
veloped in the money centers. Pos- 
sibly to offset these maladjustments, 
the Open Market Committee of the 
Federal Reserve banks—after doing 
nothing from March 31 to May 12— 
bought $180,000,000 of bills in the 
market in the next three weeks and 
continued to add to their bill port- 
folio thereafter. 

All during the month there were 
rumors that a reduction in reserve 
requirements was about to be made. 
At no time was there any official con- 


“When you’re on your vacation next 

week, out in the hot sun, think of us 

enjoying ourselves here in our nice air- 
conditioned building!” 


firmation of this possibility. Any re- 
duction is almost certain to be de- 
layed until after midyear, when the 
Treasury will need new money and 
the Federal Reserve will find it nec- 
essary to supply the reserves needed 
to make it possible for the banks to 
take up their share of the new issues. 

Nevertheless the renewed bill pur- 
chases were ample evidence that 
bank reserves are to continue to be 
kept high enough to meet any con- 
tingency, and that there has been 
no change in the intention of the 
Federal Reserve authorities to bring 
that about. (END) 


Our Mr. Anderson is usually on the move. 
First National representatives have to be 
to provide personalized service for the 
many correspondent banks. They—and 
we—have found that problems are often 
solved by informal discussion. And that 
idea is the core of our policy: coopera- 


tion instead of competition . . . 


a popular 


one, according to our correspondents. 


THE FIRST NATIONAL BANK 
OF PHILADELPHIA 


PHILADELPHIA 1, PA. 


Harry C. Carr, Chairman of the Board 
WiuraM B. WALKER, President 


Member Federal Deposit Insurance Corporation 
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YOU'RE 


BUSINESS 


In addition to providing the perfect liaison 
system for mortgagee-dealer relations. 
Foremost Insurance Company —special- 
ists in mobile home insurance— provides 
a Vendors’ Single Interest plan protect- 
ing your interest in the chattel every 
minute there is an unpaid balance 
Contact your Foremost agent today 
for full details, or write, wire or phone: 


FOREMOST 
INSURANCE 
COMPANY 


Federal Square Building - Grand Rapids 2. Mich. 


The banker 

wants to know — 
about the contingent 
liability created by 
wide differences be- 
tween original and 
replacement costs — 
the effect on balance 
sheet, profit and 
loss, and insurance. 
American. Appraisal 
Service furnishes the 
answer. 


The AMERICAN 
APPRAISAL 


Company 


"OFFICES IN PRINCIPAL CITIES 


| tions. 
| cases, made on a basis of more than 


Financing Agriculture 


(CONTINUED FROM PAGE 68) 


size of all loans made amounted to 
$86,909, which is indicative of the 
capital requirements of some seg- 
ments of agriculture today. 

SIZE OF LOAN — As shown in 
Table 3, 48 loans, or 27% of the total 
made on a participation basis, were 
for amounts between $10,000 and 
$20,000. Only 15, or 9%, of the loans 
were for less than $10,000. Surpris- 
ingly, about 30% of all loans made 


| were for amounts in excess of $50,- 


000. Five loans, or only 3% of the 


| total, were made in amounts exceed- 
| ing $500,000. One bank reported a 
| loan in excess of $1,000,000 for a 
| cattle and sheep feeder operation 
with a maturity of six months. An- 

other bank reported two 90-day 
| loans in excess of $2,000,000—each 


for livestock-feeder operations. 


| While loans of this size are excep- 


tional, they serve to emphasize again 
the magnitude of some farm opera- 
Large loans are, in many 


one city bank participating. It was 
reported that as many as three city 
banks participated with a country 
bank in meeting the credit require- 
ments of a range operator. 

LOAN MATURITY—About 90% 
of the loans made on a participation 
basis matured in less than one year. 
Sixty loans, or 34% of the total 
number, had maturities between 
three and six months. This infor- 
mation is shown in Table 4. Only 
9% of the number and 5% of the 
dollar amount carried maturities of 
more than one year from the date 
of the note. Loans written to ma- 
ture in nine months to one year 
averaged $43,929 in amount. The 
15 loans maturing in one year and 
over averaged $54,266 and the one 
“demand” loan amounted to $245,- 
000. 

There appears to be some rela- 
tionship between the purpose for 


Advice to the lovelorn is the bunk. 
If you’re in love, you don’t want it 
—or need it. 


Opportunity knocks, but it comes 
to a young girl with a ring. 


which funds were borrowed and the 
maturity of the loan. Loans for 
feeder livestock operations would be 
expected to have short terms. How- 
ever, machinery, livestock otter 
than feeders, and farm improve- 
ments normally require a much 
longer period to recover their cost 
and, therefore, loans to finance siich 
purposes would be expected to carry 
longer terms. 

In many instances, it would ap- 
pear that general farm income is 
regarded as a source of repayment 
rather than the return on the asset 
financed by an interbank loan. As 
an example, a loan for the purchase 
of lambs and calves was made to ma- 
ture in six months and the repay- 
ment was to be made from the pro- 
ceeds of grain sales. Obviously, 
anticipated income from the lambs 
and calves could not be expected 
within six months. It should be 
recognized, of course, that renewals 
are made in many instances. 

In summary, it is evident that 
many city banks are offering a real 
service to their country bank cor- 
respondents by financing agriculture 
on an interbank basis. With the 
rapid increase in the credit needs of 
farmers, it is imperative for banks 
making any volume of agricultural 
loans to have a man on their staffs 
who understands farmers’ ‘needs and 
who has the necessary background 
to decide wisely whether to make or 
decline a loan. 

City banks employing agricultur- 
ally trained men are in an enviable 
position to assist their correspon- 
dents in bringing about a greater 
mobility of agricultural credit. City 
banks can do much in developing 
new lending techniques and in pro- 
viding the technical assistance that 
is often required if agriculture is 
to use bank credit successfully. 

It is hoped that the resumé of 
the interbank lending activities, as 
furnished by the 72 cooperating city 
banks, will create sufficient interest 
to prompt further investigation on 
the part of the reader. The crux of 
the whole situation is that city banks 
should study the agricultural indus- 
try and know its pitfalls and short- 
comings as well as the possibilities 
for profitable business. There is no 
good reason why the commercial 
banking system should not provide 
for the reasonable credit needs of 
agriculture, but the elements of 
sound credit extension must be kept 
in mind. 
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On VA’s 10th 
Birthday 


HEN the GI Bill marked its 10th 

birthday on June 22, total loans 
to veterans were approaching $24- 
billion, and the number of veteran 
borrowers was over 3,600,000. These 
loans, made for the purchase of 
farms, homes, and businesses, had 
had, in 10 years’ time, a profound 
effect on the nation’s economy. 

Enacted in the same month as the 
D-Day invasion of Europe, Public 
Law 346, 78th Congress, more fam- 
iliarly known as the GI Bill, con- 
tained three principal benefits foz 
veterans—education and training, 
GI loans, and readjustment allow- 
ances. Other benefits included job- 
finding assistance, a building pro- 
gram for VA hospitals, and military 
review of veterans’ dishonorable dis- 
charges. Ten years later only the 
GI loan provisions are still in full 
force, with a deadline of July 25, 
1957. 

More than 7,800,000 veterans of 
World War II—over half the total 
number who served in the armed 
forces—have trained under the GI 
Bill, more than 2,000,000 having 
attended colleges. The program’s 
total cost has been $14.5-billion. 

During the life of the readjust- 
ment program, nearly 9,000,000 vet- 
erans drew allowances totaling $3.2- 
billion for unemployment and $600,- 
000,000 for self-employment. 


Good Credit Record 


Of the total number of GI loans, 
more than half of whose dollar 
amount was guaranteed or insured 
by the VA, 650,000, amounting to 
$3-billion, have been repaid in full. 
Defaulted loans, on which the VA 
made good the guaranteed portions 
to private lenders, numbered 32,000, 
or less than 1% of all loans. The 
$26,000,000 paid by the VA to lenders 
on these defaulted loans will be re- 
duced somewhat through liquidation 
of tangibile assets. 

Home loans have accounted for 
about 90% of all loans granted, 
there having been made 3,300,000 
such loans for a total of $22.8-bil- 
lion. Farms loans have numbered 
66,000 for a total of $256,000,000; 
business loans, 213,000 for a $575,- 
000,000 total. 
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WAREHOUSE OF 
WEW YORK TERMINAL WAREHOUSE @ 


For a number of years now Field 
Warehousing has been an 
established method of making 
inventory secured loans. Our 
original monthly tabulated Stock 


) and Value Reports which 


popularized this type of loan by 
substantially reducing the bank’s 
time and expense in controlling 
and appraising these items are 
the standard of the industry. 


We have now modernized and 
improved these time-tested 
reports so that today we are 
again years ahead of the field. 
And our practice of making 
monthly physical inventories for 
our receipt-holders relieves both 
you and your customer of costly 
detail. These exclusive advantages 
plus experienced warehouse 
supervision and high limits of 
comprehensive liability insurance 


are just a few of the reasons for 
calling New York Terminal to 
review any inventory situation. 

A qualified representative will 
show you how to extend maximum 
credit with minimum risk at lower 


cost to you and your customers. 


OPERATING OFFICES 


IN PRINCIPAL CITIES 
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How Banks Give 


(CONTINUED FROM PAGE 45) 


(2) local annual campaigns such 
as Community Chest; (3) miscel- 
laneous; (4) a building fund that 
is allowed to accrue. This latter di- 
vision takes care of drives put on 
by local hospitals for construction 
projects, etc. 

“As a result, an office might go 
along for-two or three years with- 
out making any such donation and 
be better prepared for a heavy de- 
mand when some building plan 
comes along.” 


In PR Budget 


Here’s how a bank in a central 
state handles the problem: 

“We realize the inevitability of 
requests for donations to every drive 
that takes place in our city. We 
realize also that they will be en- 
gineered by men and women who 
are in many cases customers of our 
bank, and to whom we wish to show 
consideration. We believe it is the 
duty of a service institution to take 
an active part in the civic life of 
its community both by giving per- 
sonal time and by making monetary 
contributions. The policy we follow 
is derived from these premises. 

“We set aside a certain portion 
of the public relations budget each 
year for this purpose. Experience 
has shown us about what sum will 
do a good job. Our maximum contri- 
bution to any one of the usual re- 
quests is $25. Any amount over that 
must be okayed by our local clearing 
house.” 


Referred to Clearing House 


All solicitors of bank contribu- 
tions are referred to the clearing 
house in one western city and sums 
approved are paid by that organiza- 
tion. Commenting on this procedure, 


our reporter says: “The method 
works well and holds to a minimum 
the annoying practice of solicitors 
playing one bank against another 
in attempts to pressure us.” 

In another city in the same sec- 
tion requests are also referred to 
the clearing house, which has a dona- 
tions committee representing each 
member bank. This committee, 
after investigation, recommends that 
either favorable or unfavorable ac- 
tion be taken by the senior clearing 
house committee. Contributions 
made are prorated among the mem- 
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ber banks on a total deposit basis. 

A bank reporting “no set pattern, 
each case is considered on its mer- 
its,’ adds that its local clearing 
louse has a confidential committee 
which passes on requests for adver- 
tising and for contributions. 

“This has proved to be a valuable 
protective device, too,” the bank 
adds. 

In one large bank the president 
decided on the size and recipients 
oi contributions. Many requests are 
passed on to the clearing house 
where one contribution is made and 
shared by the member banks. The 
amount is determined by a special 
clearing house committee. 

The chairman of the board of a 
southern bank tells BANKING: 

“Tt is our usual practice to channel 
requests for charitable donations 
through the donation committee of 
the clearing house. This committee 
operates very informally, but at 
least it gives the local banks an 
opportunity to reach an agreement 
on the worthiness of a cause and 
the amount each member is to con- 
tribute. This amount is then re- 
viewed and approved by our board 
of directors before the donation is 
made. 

“In some instances requests for 
smaller contributions are approved 
and authorized by our own manage- 
ment committee, but this is usually 
Gone only after consultation with 
other local banks.” 


Committee of Officers 


A large branchless bank in a big 
city limits its contributions to char- 
ities and funds that are general in 
character and citywide or broader 
in their coverage. 

“We do not make contributions 
to selected local organizations, no 
matter how worthy, where we would 
favor the few and deny the many. 
Occasionally contributions are made 
for strategic reasons, but these are 
not of a continuing nature or large 
in amount. 

“Provision is made in the bank’s 
annual budget for donations and 
the matter is handled by a commit- 
tee of officers. This group surveys 
the various needs and requests and 
makes recommendations to manage- 
ment for approval or disapproval.” 


Credit Analyst Investigates 


Here’s another procedure: “Re- 
quests for contributions over $100 
are referred to a senior analyst in 


the credit department. He makes 
the necessary investigations as to 
the reliability of the request, pur- 
pose for which the funds will be 
used, reputation and effectiveness 
of the organization, etc. (Natur- 
ally, this part of the inquiry is un- 
necessary in major drives such as 
Community Fund, Red Cross.) 

“We have a pretty-well standard- 
ized formula which indicates our 
position in the local and national 
drives. However, it is adjusted or 
varied by circumstances. 

“After the preliminary investi- 
gation, our officer in charge of all 
donations evaluates the request. 
If he thinks it has merit, he makes 
a@ recommendation to the finance 
committee for approval. 

“Due to the heavy local demands 
on our funds available for contribu- 
tions, we have established a policy 
whereby we attempt to confine our 
support to local campaigns.” 


Channeled Through One Person 


In a midwestern bank, all re- 
quests for funds are handled through 
a vice-president. He makes recom- 
mendations to the officers’ com- 
mittee which makes the final de- 
cision. Each request is discussed 
thoroughly and the group decides 
on the amount to be given. 

A bank in the Southwest doesn’t 
have an iron-clad policy except that 
requests are all channeled through 
one person. Larger items are deter- 
mined by the clearing house, each 
bank paying a proportion based on 
deposits. 

“We try to contribute to worth- 
while charities,” says this bank. 
“Now that the excess profits tax 
has been eliminated money is much 
harder to raise, so campaigners are 
considerably more aggressive and 
are operating on a wider scope. We 
are getting many more phone calls 
and other requests this year than 
ever before. It is quite a job sepa- 
rating the legitimate from the rack- 
ets — and the rackets are on the 
upgrade.” 


President, Stockholders Decide 


One bank reports that it has 
tried to develop a policy, without 
much success. “Consequently, all 
contributions are handled by the 
president who has the statewide 
picture (this bank has branches) of 
what is required and where we stand 
at any given moment.” 

Each year the stockholders of a’ 
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bank in a southern city approve a 
list of contributions. The items are 
usually submitted to the executive 
committee by the president, and 
authority is granted by that com- 
mittee for the various contributions. 
These amounts are held within the 
authority granted by the share- 
holders at the annual meeting. 


Definite Sum Authorized 


Another southern bank writes: 
“Rach year at our annual stock- 
holders’ meeting, the board of di- 
rectors is authorized to spend a 
definite sum for charitable and other 
worthy causes. In determining what 
qualifies as a charitable or other 
worthy cause, it is our custom pri- 
marily to contribute to local efforts 
rather than national efforts. The 
type of fund that receives a dona- 
tion from us is the Community 
Fund, American Red Cross, and tu- 
berculosis seals. In addition we have 
contributed to some college drives 
and local hospital drives. 

“Recently we decided that only 
for the Community Fund and Red 
Cross would we make any personal 
solicitation of our employees. Other 
drives deemed worthy would only be 
brought to the attention of our staff 
by letter, indicating that if there 


was a desire to contribute it could 
be done through an individual.” 


in the Midwest, Too 


A middle western bank says: 
“Each year at our regular annual 
meeting of shareholders, charitable 
contributions are approved for the 
preceding year, as well as a budget 
for the fiscal year. From this, dis- 
tribution and allocation are made. 

“One exception came up this year 
when we were asked to participate 
in a hospital campaign spread over 
four years. This has been approved 
by the board and the shareholders 
because of the capital nature of the 
drive.” 


“We. Do Our Part" 


A large bank that does not have 
a set policy writes: ‘There are times 
when we feel, perhaps, that we 
are imposed upon because we are a 
bank, but generally speaking we are 
not unhappy about the size of our 
contributions and donations. We feel 
that we are an important factor in 
our city’s growth and that we have 
an important role to play in any 
civic campaign. 

“We do our part—sometimes a 
little more than our part—to make 
their campaigns successful.” 


Texas Bankers Endorse Florence 


for A.B.A. Vice-Presidency 


A the recent Texas Bankers Asso- 
ciation convention in San An- 
tonio, Fred F. Florence’s candidacy 
for the vice-presidency of the Amer- 
ican Bankers Association was given 
official TBA endorsement. The fol- 
lowing paragraphs are from the 
statement that was unanimously 
passed by the Texas association: 
“At the American Bankers Associ- 
ation convention in Atlantic City 
next October, the name of Fred F. 
Florence, president, Republic Na- 
tional Bank, Dallas, will be presented 
for vice-president of that great or- 
ganization. Since he was first men- 
tioned for this place, many of the 
clearing house associations, banking 
organizations, and individual bank- 
ers all over the nation have endorsed 
Mr. Florence as a man worthy of 
their confidence, esteem, and support. 
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“As fellow bankers, business asso- 
ciates, and personal friends of Mr. 
Florence, members of The Texas 
Bankers Association, assembled in 
70th annual convention in San An- 
tonio, May 18, 1954, proudly present 
his name to the bankers of the 
United States for the office of vice- 
president of the American Bankers 
Association. 

“We recognize Mr, Florence’s ca- 
pabilities as a banker, we value him 
highly as a leader in the business life 
of Texas and the nation, we respect 
and esteem him as a man. Fred 
Florence has the qualifications and 
the competency necessary to occupy 
the high official post of the A.B.A. 
and to direct its policies and work. 
He served with distinction as presi- 
dent of the Texas Bankers Associa- 
tion in 1935-36.” 


@ FAST! 


Drastically reduces the number of 
operations and record handling. 


© ACCURATE! 


Posting errors are reduced, and 
charges to the wrong account are 
virtually eliminated. 


@ CUSTOMER APPROVED! 


Banks using this system report 
customer approval of the plan 
and the services which it renders. 


@ SIMPLE! 


Easier for bookkeepers and others 
involved to understand and use. 


@ PROFITABLE! 


Savings in space and personnel 
result in a profitable operation 
for Post-To-Check usage. 


CEDAR RAPIDS, 


Please send complete information to: 


TRAINED REPRESENTATIVES 
IN MOST PRINCIPAL CITIES 
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FHA 


(CONTINUED FROM PAGE 47) 


own appraisals and made the loans 
in any amounts that FHA could b2 
induced to insure. 

These circumstances opened the 
way to sharp practices on the part of 
unscrupulous builders. They placed a 
needlessly heavy burden on the FHA 
underwriting task and imposed an 
impossible job of policing a far-flung 
operation which, if carried out as 
originally expected, would have been 
self-policing. On top of this, FHA 
officials have been under almost con- 
stant pressure to do more business 
to save the economy, or to take care 
of war workers, veterans, members 
of minority groups, cooperators, and 
so on, even where market judgment 
cried for caution. 

The remarkable thing is not that 
abuses developed or that corruption 
sometimes crept in. The remarkable 
thing is that the abuses were as lim- 
ited as they appear to have been, 
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Scudder 


Common Stock Fund, Inc. 


that corruption was so rare, and that, 
amid all the pressures and all the 
false bases for judgment imposed 
upon them, FHA underwriters all 
over the country have done so cred- 
itable a job. To date, losses on the 
repair and modernization loan insur- 
ance program have been under 1%, 
while on the variety of mortgage 
insurance programs the combined 
losses are only about 44 of 1% of 
the total amount of mortgages in- 
sured. Even after taking into account 
the offsetting effects of inflation and 
a steadily rising demand, this is still 
a fine performance. 

Abuses should, of course, be pre- 
vented to the fullest extent possible 
and corruption should be sought out 
and punished. But there are better 
ways of reducing the likelihood of 
abuse and corruption than by creat- 
ing conditions that make even a 
sound program inoperative. It should 
be well noted that the areas of al- 
leged abuse are mainly limited to two 
activities. One is repair and moderni- 
zation, where it appears that, amid 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


One Wall Street 
New York 5, New York 


117 South 17th Street 
Philadelphia 3, Pa. 


EXPEDITIOUS 


BROADWAY PLAN 
CHURCH FINANCE 


J. S$. BRACEWELL 
Director 
City National Bank Bidg. 
Houston, Texas 


You Will Write 
Better Letters... 


by taking a few minutes to read the 
64 page book (43%%" x 534"), "BANK- 
ING'S Effective Letter Writing." 

It explains the AIDA principle .. . 
provides you with four helpful guide- 
posts . . . explains good starts and 
strong endings. Your writing styie will 
improve markedly after reading this 
helpful little book. 

“BANKING'S Effective Letter Writ- 
ing" costs only 50 cents a copy in 
quantities of | to 9... 40¢ each in 
lots of 10 to 99 . . . 35¢ each when 
100, or more, are purchased. 


Send your order to 


BANKING 


12 East 36th Street — New York 16, N. Y. 


concentration on gaudier issues, bith 
FHA and lenders had grown lax. The 
other is the postwar rental program, 
terminated in 1950, where the safe- 
guards of normal appraisal methcds 
were legislated out of existence. 

The remedy is to eliminate all 
FHA activities which, like those of 
the now-ended Title VI, attempt to 
use mortgage insurance as a means 
for avoiding the considerations and 
disciplines of the market-place. The 
remedy is to get FHA back to the 
business of providing a means for 
pooling risks which have been care- 
fully evaluated by the participating 
lending institutions. 

Whether this can be done is a ques- 
tion. The indications are against it. 
Actually the Senate, while unduly 
restricting FHA’s normal activities, 
has added such dubious ones as the 
insurance of loans on trailers, loans 
to men still in military service, and 
loans for farm houses detached from 
farms. These actions clearly show 
how far the Senate missed the point 
of what FHA could properly do. 

As this was written, final action by 
the whole Congress was still pend- 
ing. Some of the destructive and con- 
tradictory features of the Senate bill 
may be corrected. But whatever is 
done, it is doubtful that the real les- 
son of the FHA disclosures will have 
been fully learned and that FHA will 
have been restored as a practical in- 
strument for giving confidence and 


| breadth to the private mortgage 
| market. 


After the legislation has been 
enacted, the Senate Banking and 
Currency Committee is to resume its 
investigation of FHA activites. Lend- 
ing and building organizations can 
take the opportunity so offered to in- 
struct the legislature as to both the 
potentialities and limitations of a 
private market operation. It may be 


| the last opportunity in a long time. 


A pedagog works against ignor- 
ance, but a demagog gets a profit 
out of it. 


In tax revision the emphasis 
should be on vision. 


When they asked the movie ac- 
tress how long she had been married, 
she said, “This time or all together?” 
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Monetary Policy 


(CONTINUED FROM PAGE 59) 


fiscal year 1954 he was careful to 
point out that increased interest pay- 
ments on the public debt were ‘‘due 
in large part to the higher interest 
rates paid on securities issued or 
refunded during the past two years.” 

Finally, I want to take up the 
opposition’s charge that the Trea- 
sury has over $6-billion lying around 
in the banks of the country on which 
the American taxpayers are having 
to pay from 2% to 3% interest. They 
have estimated it is costing the tax- 
payers around $175,000,000 to $200,- 
(00,000 a year for the Treasury to 
maintain such a large cash balance 
in the banks. 


"Sheer Extravagance”" 


Before getting to the heart of 
this charge, let me take a moment 
to point out the sheer extravagance 
of their computations. First, the 
$6.2-billion figure they cited was the 
Treasury’s total general fund bal- 
ance on March 26, 1954. It was not 
the amount of the Treasury’s bal- 
ance at that time in the tax and 
loan accounts of commercial banks. 
That figure was $4.2-billion on March 
26, or $2-billion less than the figure 
they used. 

Moreover, the particular date they 
selected for a figure is not typical. 
It was in a period when tax collec- 
tions normally swell the amount of 
money in the general fund as well 
as that portion of it which is repre- 
sented by the Treasury’s balances in 
the tax and loan accounts of com- 
mercial banks. For example, in the 
calendar year 1953 tax and loan 
account balances averaged $3.8-bil- 
lion. The cash balance fluctuates 
from day to day and month to month 
due to the wide swings in receipts 
and expenditures and their unpre- 
dictability, and one should not try 
tc use any one day’s balance as 
typical. 

Second, the interest rate they 
chose to use in their computations 
apparently came out of thin air. It 
certainly does not line up with the 
fact that the Treasury is currently 
borrowing short-term money at 1%, 
or even that the average interest 
rate on the entire marketable public 
debt is only 244%. 

But let’s get on to the heart of 
the matter. Why is it necessary for 
the Treasury to maintain a substan- 
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tial cash balance each month, and 
how high have these balances with 
the commercial banks been running? 

Typically, over the years, the 
Treasury has kept a monthly oper- 
ating balance, including deposits 
with the Federal Reserve as well as 
commercial banks, at least equal to 
average monthly expenditures, and 
on ocasions much more. It is only 
good business sense to keep a cash 
reserve in case you have to meet 
some of your bills a little earlier than 
you had anticipated, or emergency 
situations arise where you need 
ready cash. It is even more impor- 
tant that our Government always 
be in a position to meet its obliga- 
tions on time. 

As I mentioned previously, the 
Treasury’s balances in tax and loan 
accounts of commercial banks in cal- 
endar year 1953 amounted to $3.8- 
billion. This compares with an aver- 
age of $4.3-billion in 1952. Since 
average monthly budget expendi- 
tures rose from $5.9-billion in 1952 
to $6.1-billion in 1953, the ratio of 
average balance to average monthly 
expenditures fell from 72% to 63%. 


Humphrey Statement 


The reasons why the Treasury’s 
cash balance is largely kept in the 
form of Government deposits with 
the commercial banks throughout 
the country were clearly outlined 
in Secretary Humphrey’s statement 
in early February before the Joint 


Committee on the Economic Report. 
Let me read you his concise ex- 
planation: 

The Treasury keeps money in 
banks because (a) it is the most 
efficient and economical way to han- 
dle the Government’s business, and 
(b) it avoids withdrawing funds 
from communities before they can be 
returned through Government dis- 
bursements. 

Congress passed the National 
Banking Act in 1863 specifically au- 
thorizing the Secretary of the Trea- 
sury to deposit money in banks after 
efforts by the Government during the 
Civil War to act as its own banker 
failed, resulting in the suspension of 
specie payments. 

The present system enables the 
Treasury to keep a smooth flow of 
money despite the unevenness of the 
flow of Government revenue and ex- 
penditure. 

Assume for instance that bank X 
in Panhandle, Tex., sells a half mil- 
lion dollars of Savings Bonds to its 
customers. This money is left on de- 
posit in Panhandle until it is needed 
at the Federal Reserve Bank of 
Dallas to pay the Government’s bills. 
If this money should immediately be 
withdrawn from the bank at Pan- 
handle, before it can be returned to 
channels of trade through Govern- 
ment disbursement, the money in the 
community of Panhandle would be 
transferred to Dallas. 

During heavy tax periods, particu- 
larly, there would be a tremendous 
shifting of funds between banks and 
between communities. The transfer 
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WHEN YOU WANT 
THE BEST 
and the MOST 


for your money ( 


STREAMLINED 1c to 


COIN CHANGER 


“The Lowest Priced Modern Changer” 


H - Removable top tray 
Exclusive Features: &inside storage box. 
There must be a reason why banks in 
48 states insist on the MP JR. Metal 
Products Engineering has enjoyed a 
reputation of complete reliability for 
the past 15 years. 

FACTS PROVE you are getting the most 
dependable changer available. Over 5000 
MP JR’s sold throughout 

the United States and not 

one penny spent for 

factory service. 

SIZE: 8"x10"x6%". Weight 9 Ibs. 

Sturdy aluminum— gray ham- 

mertone finish. Parts and work- 

manship fully guaranteed. 


Another Great MP Value 


NEW 
Combination 


M> 


4 
STAMP PAD AND PEN SET 


© Speeds Customer Service 
e Simplifies Housekeeping 
Extensively used by leading Western bank chains. 
Sturdy aluminum, gray hammertone 
finish. For right or left hand use. Set $ 95 
includes locked-in #1 stamp pad and 10 
famous Paper-Mate Desk Pen. Coonan 


METAL PRODUCTS ENGINEERING, INC. 


4000 Long Beach Ave., Los Angeles 58, Calif. 


Consecutive 
Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable July 15, 1954, to stock- 
holders of record June 11, 1954. 
EMERY N. LEONARD 
Secretary and Treasurer 

Boston, Mass., May 17, 1954 


of $8- to $9-billion in the middle of 
March from the various communi- 
ties throughout the country to the 
accounts of the Government just at 
Federal Reserve banks would play 
havoc with the banking system and 
business and with local communi- 
ties. In order to meet such with- 
drawals, in many instances, banks 


would have to restrict credit and | 


liquidate securities in the market. 


Millions of dollars of additional | 
clerk hire, costs of currency ship- | 


ments and transfer of funds would 
be necessary 
should handle the business now han- 


dled for it by banks in connection | 
with deposits of withheld income and | 


social-security taxes, the issuance of 
United States Savings Bonds, and the 
handling of subscriptions to other 
types of Government securities. If 
all remittances had to be sent to Re- 
serve banks for collection, the Gov- 


ernment would have many more mil- | 
lions of dollars tied up in process of | 


collection. 
All Government deposits in banks 
are fully secured by 


banks; also, member banks are re- 

quired to maintain a reserve with 

Federal Reserve banks against Gov- 

ernment deposits as well as other de- 

posits. At the present time this re- 
serve amounts to about 18% for all 
classes of member banks. 

Under the Banking Act of 1933, 
banks are prohibited from paying in- 
terest on demand deposits, including 
Government deposits, which is often 
only for a few days in any definite 
amount, and the services they ren- 
der, the present arrangement ap- 
pears equitable. 

At a time when more and more of 
our citizens are taking such an ac- 
tive interest in the monetary opera- 
tions of Government, I feel it is up 
to us to further their understanding 
of the basic facts and issues in- 
volved, and not to becloud it with 
distorted statistics and unwarranted 
inferences and conclusions. That is 
why I have taken considerable Sen- 
ate time today to set the record 


straight on what I consider to be | 


some gross misrepresentations of 
the Administration’s money and 
credit policies. Given the facts, I 
am sure the people of this country 
are capable of drawing their own 
conclusions. 


When you go back to your old 
home town, you find half the people 
don’t remember you and the other 
half don’t know you’ve been away. 


if the Government | 


securities | 
pledged with the Federal Reserve | 


ANGLEND COIN WRAPPERS 


ore inexpensive, 
easy to store — for 
more than 50 years 
a favorite wrap- 
per. Size, angles 
and colors are 
standard. 


HARYES 


Stendard Pape: 
Worcester, 


May be imprinted — 
Heavy duty Kraft 


Write 
today 25¢, 50¢ — Pennies, Red 
for $1, $2 — Nickels, Blue 
colorful $2, $3, $5 — Dimes, Green 
catalog. $5, $10 — Quarters, Orange 
$10, $20 — Halves, Brown 
$20 — Dollars, Brown 


STANDARD PAPER GOODS MFG.CO. 


WORCESTER 8, MASS. 
A Complete Line of Money Wrappers 


It is also Miners 
-and Farmers — 
Businessmen —and 
Tourists. All to- 
gether they are 
this bank. And we 
welcome your 
friends! 


SS 


IRST NATI 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


WHY PASS UP EXTRA COMMISSIONS? 
« leading »k manufacturer now has 
for aggres 


et check covers. Com 


WILLIAM EXLINE INC. 
> ONTARIO BLDG. « CLEVELAND 13, OHIO 
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Puerto Rico 


(CONTINUED FROM PAGE 53) 


of Puerto Rican bonds to the legal 
list for savings banks in New York 
State. These bonds are tax exempt. 

Neither the Puerto Rican Govern- 
ment nor any of its municipalities or 
agencies has ever been delinquent or 
defaulted in the payment of principal 
or interest on any obligations. This 
record existed long before the Amer- 
ican flag was raised over the island 
in 1898. Absence of Puerto Rican 
bonds from the New York State list 


up to now has been due to a quirk in | 


the law, combined with the island's 
“commonwealth” status. The recent 
change amounts to a correction of 
that situation. 

And population—a problem as 
acute in Puerto Rico as anywhere in 
the world—increased one-sixth from 
the 1940 level to a 1953 total of 
2,192,000, giving the island a popu- 
lation density 13 times that of Con- 
tinental United States. 

That last fact lies at the roots of 
the various steps toward economic 
development which the island gov- 
ernment has taken in the past decade 
and a half. While agricultural im- 
provement and diversification enter 
into the over-all program, it is the 
industrial effort that has been most 
spectacular in its results. 

As President Rodriguez of the 
Government Development Bank half- 
jokingly explains it, since Puerto 
Rico has had an agricultural econ- 
omy for many generations, everyone 
knows at least a little about agricul- 
ture, and agreement has been diffi- 
cult on a clear-cut program. But no 
one knew much about industry, and 
so “schools of thought” and pre- 
conceived notions weren’t obstacles. 
The industrial developers just went 
ahead. 

In 1940, the political party headed 
by the present governor, Luis Mujioz 
Marin, was entrusted by the island’s 
voters with a bold program involv- 
ing economic, political, and social 
goals. Young and energetic officials 
went to work, with a notable dis- 
regard for “isms” and the political 
dogma and wrangling so prevalent 
on the mainland at the time. In fact, 
considerable credit for early prog- 
ress is given to two “Mainlanders” 


poles apart in political philosophy— | 
former Puerto Rican Governor Rex- | 


ford Tugwell and the late Senator 
Robert A. Taft. 
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Then in 1942 there was formed the 
Government Development Bank for 
Puerto Rico. With capital and sur- 
plus now exceeding $28,000,000, the 
bank is, first, fiscal agent for the 
Commonwealth, its authorities, and 
municipalities, and, second, a source 
of leadership in developing Puerto 
Rico’s economy. 

Also in 1942 the Puerto Rico In- 
dustrial Development Company was 
organized, with a wide variety of re- 
sponsibilities, some of which were 
taken over in 1950 by the Economic 
Development Administration, cre- 
ated in that year by the legislature, 


and headed since that time by Teo- 
doro Moscoso. The EDA now han- 
dles direct industrial promotion, 
economic and industrial research, 
recruitment, testing, and training of 
a pool of workers, and promotion of 
the tourist trade. The company, 
known as “PRIDCO,” concentrates 
on the business aspect of the indus- 
trial program. Where private capital 
is not available to do so, PRIDCO 
builds and then sells or leases fac- 
tory or other commercial buildings 
(built to order or on a standard de- 
sign) to qualifying businesses. 
Under a law enacted in 1948, the 


COLOMBIA 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


| Sema in Colombia for U. S. business are increasing 
every year. Trade connections are becoming more profitable. With 
an eye on your business future there, why not let us assist you 
with your collections and letters of credit? 

For instance in making collections, we have an outstanding 
record of combining efficiency with tact, courtesy with results— 
a proven faculty for settling unpaid accounts quickly and retaining 


good-will. 


As for letters of credit, consider the convenience of our 29 offices 
located in every important commercial centre in Colombia. This 
exceptional coverage is a great advantage too in furnishing current 
and comprehensive trade information. 

In fact whatever your requirements, we have special departments 
handling every phase and facility of banking. More and more 
progressive U. S. banks and business firms are making use of our 
extensive organization established for over 40 years. 


We invite your inquiries. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all offices — Bancoquia 


Capital peid-up 
Surptus: 
Other reserves: 


$20,675,000 — Pesos Colombian. 
$17,500,000 — Pesos Colombian. 
$3,972,000 — Pesos Colombian. 


General Manager: Antonio Derka 
Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C), 
BOGOTA (3), Bucaramanga, 
Girardot, Ibagué, Mag 
Palmira, Pasto, Pereira, 

Sincel: 


Barrancabermeja, Barranquilla (2), 
Cali (2), Cicuta, 


Cartagena, Cartagb, 
Magangué, Manizales, Medellin (1), — Neiva, 
Puerto Berrio, San Gil, Marta, 
lejo, Socorro, Vélez (8). 
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island’s government began a 
gram of incentives to businesses that 
would establish themselves there. 
The act provided full tax exemption 
until 1959 and partial exemption 
until 1962. These exemptions and 
other benefits are granted only for 
the expansion of production facilities 
required to meet an increased or 
newly created market, or for ihe 
establishment of a completely new 
operation. Benefits are not extended 
to any individual or firm that pro- 
poses to close an establishment on 
the U. S. mainland in order to trans- 
fer its operations to Puerto Rico. 

It might be pointed out here that, 
in the case of Puerto Rico, the 
Federal Government in Washington 
practices what its founders preached 
—no taxation without representa- 
tion. The island sends no representa- 
tives to Congress, and so the inter- 
nal revenue laws do not apply there. 

Up to the end of 1953, the 1948 
act had caused 290 new factories to 
be successfully established on the 
island, giving direct employment to 
24,000 workers. 

The Industrial Incentive Act of 
1954 became effective last January. 
It provides tax exemption to new 
and certain designated industries for 
their first 10 years of operation, pro- 


vided they apply for it before 1964. 

As shown in the banking statistics 
quoted above, the commercial banks 
on the island, with their branches, 
have had no small part in the rapid 
economic growth. The local banks 
are the Banco Popular, Banco de 
Ponce, and Credito y Ahorro Pon- 
ceno. Two Canadian banks are repre- 
sented—the Bank of Nova Scotia 
and the Royal Bank of Canada. And 
two United States banks have im- 
posing offices in the island—the Na- 
tional City Bank of New York aad 
the Chase National Bank of New 
York. All deposits, except those of 
the Canadian banks, are FDIC- 
insured. Loan requirements and in- 
terest rates are comparable to those 
of mainland institutions. 

The tangible results of all this 
planning and effort can be seen in 
the form of new, attractive, and 
modern plants and business estab- 
lishments throughout the island. 

Their products form a long and 
varied list. 

The highly successful Caribe Hil- 
ton Hotel was built by PRIDCO at a 
cost of $7,000,000 and leased to the 
Hilton management. 

The Puerto Rico Cement Corp., the 
Puerto Rico Glass Corp., and the 
Puerto Rico Pulp & Paper Corp. w2re 


the first of PRIDCO’s industrial « en- 
tures—government-built and 
ated. All have since been sold to 
private enterprise. 

Frawley Manufacturing Corp. 
turns out more than 80,000 ball 
point pens daily in Puerto Rico and 
has a fourth building under con- 
struction. 

The largest plant yet constructed 
on the island by private capital is 
now being built for the Caribbean 
Refining Co., whose operations will 
begin early next year. 

In all, “Operation Bootstrap” has 
been chiefly responsible for bringing 
approximately 350 manufacturing 
plants to Puerto Rico. The program 
for the 1954-55 fiscal year contem- 
plates another 150 new plants. 

While no safe guesses can be made 
as to the situation in 1974, when the 
present incentive program ends, or 
in the years of full taxation beyond 
that date, businessmen agree with 
government officials that the devel- 
opment of the island is being carried 
out wisely and fairly. In fact, it 
would be difficult to find any econ- 
omy in the world where bankers and 
businessmen have a firmer belief in 
the integrity of their government 
and their government officials, than 
in Puerto Rico. 


NEW STATE ASSOCIATION PRESIDENTS 


BELOW AND ON THE FOLLOWING TWO PAGES ARE PICTURES RECEIVED UP TO 
PRESSTIME OF THE NEWLY ELECTED HEADS OF STATE BANKERS ASSOCIATIONS 


Left to right: NEVADA—Hugo M. Quilici, vice-president, First & Virginia Branch, First National Bank of Nevada, Reno; 
MINNESOTA—William G. King, executive vice-president, First National Bank, Grand Rapids; OREGON—Henry E. Shelton, . 


executive vice-president, Forest Grove National Bank, Forest Grove 
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Left to right: OHIO—F, G. Heidacher, vice-president and cashier, The Central Trust Co., Cincinnati. KANSAS—R. B. Medlin, 
president, Farmers State Bank, Oakley. NORTH CAROLINA—Edwin Pate, president, Commercial State Bank, Laurel Hill 


Left to right: CALIFORNIA—Paul D. Dodds, vice-president, Security-First National Bank, Los Angeles, GEORGIA—W. G. 
Williamson, vice-president and cashier, Citizens Bank, Vienna. INDIANA—Sheldon Cooper, executive vice-president and 
cashier, Anderson Banking Company, Anderson 


Left to right: VIRGINIA—W. W. Shapard, president, Bank of Halifax. TENNESSEE—P. D. Houston, Jr., first vice-presi- 
dent, First American National Bank, Nashville. PENNSYLVANIA—S. D. Kline, president, Berks County Trust Co., Reading 
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Left to right: WASHINGTON—Dietrich Schmitz, president, Washington Mutual Savings Bank, Seattle; MASSACHUSETTS 
—Roland A, Erickson, president, Guaranty Bank and Trust Co., Worcester; MICHIGAN—Herbert H. Gardner, president, 
Birmingham National Bank, Birmingham ; 


Left to right: UTAH—Wendell M. Smoot, executive vice-president, Zion’s Savings Bank and Trust Company, Salt Lake City; 
DISTRICT OF COLUMBIA—Francis E. Robey, vice-president, Bank of Commerce and Savings; NEW YORK—Hulbert S. 
Aldrich, president, New York Trust Co., New York 


Left to right: CONNECTICUT—Harold E. Read, senior vice-president, Hartford-Connecticut Trust Co., Hartford; SOUTH 
DAKOTA—Walter K. Johnson, vice-president and cashier, Farmers State Bank, Estelline; MAINE—Laurel W. Thompson, 
president, Washburn Trust Co., Washburn 
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New Books 


The New Populists 


THE HARD MONEY CRUSADE. By 
Bertram Gross and Wilfred Lamer. 
Public Affairs Institute, Washington, 
D. C., 1954. 178 pages. $2. 


A’ its title indicates, this book is 
written in opposition to a flex- 
ible national monetary policy. It is 
not only a plea for perpetually easy 
money and “full employment” at 
any cost, but is also a partisan dia- 
tribe couched in economic lingo. It 
contains strong criticism of the 
banks, particularly the large banks, 
and of ‘bankers in the Government.”’ 
The book ascribes to the banks un- 
due influence on Government (both 
Treasury and Federal Reserve) in- 
terest rate and credit policies. It 
paints a picture of these Government 
and central bank policies being for- 
mulated to help the larger banks. 

While the volume is well adapted 
for political campaign use by oppo- 
nents of the Eisenhower Adminis- 
tration, as was immediately revealed 
on its publication date by the 
speeches made by Democrats in the 
Senate on April 9, 1954, its criticisms 
at times go back to the Federal Re- 
serve-Treasury ‘‘accord” of March 
1951. In appealing to veterans, 
workers, farmers, small business- 
men, and small banks as the sup- 
posed ‘‘debtor class” victims of the 
nation’s money and credit “powers,” 
it would seem that the volume is 
intended to be a trouble maker. 
Should a business depression occur, 
the book will provide demagogues 
with heavy ammunition, not because 
its arguments and logic are unan- 
swerable or its facts indisputable— 
for this is not so—but because the 
general public is unlikely to know 
the answers. The Hard Money 
Crusade is likely to be the “bible” 
of the mid-Twentieth Century Pop- 
ulists. 


Tue book has its roots in the 
philosophy called the New Deal. 
Both its publishers and its chief 
author are longtime and staunch 
advocates of that political viewpoint. 
On the monetary and economic front, 
in their view, a flexible interest rate 
and credit policy has no place at all. 
Rather, when inflation threatens, 
they would resort to direct controls 
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by the Federal Government. The 
book’s authors appear not to believe 
in free-enterprise capitalism. 

In this connection it is noteworthy 
that a preface to the volume de- 
scribes Mr. Gross as “the one prob- 
ably most responsible for the Em- 
ployment Act of 1946.”’ He was at 
that time a Senate employee and a 
close adviser of Senator James E. 
Murray, who introduced the “full 
employment” bill. As Congress 
passed it, the bill was modified not 
inconsiderably, thanks to Senator 
Taft. The Ohio Senator thought he 
detected a strong family resem- 
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” 
Sie BLACK CIRCLED 
PERFORATIONS 
eeee 


CONSECUTIVE 
DIVIDENDS 


@ A quarterly dividend of 45¢ a share 
has been declared on the common 
stock of this company, payable on 
July 1, 1954, to shareholders of record 
June 8, 1954. 
@ A quarterly dividend of $1.00 a 
share has also been declared on the 
preferred stock of the company. It too 
is payable on July 1, 1954, to share- 
holders of record June 8, 1954. 

E. H. Volwiler, President 


ABBOTT LABORATORIES 


Manufacturing Pharmaceutical Chemisis 


North Chicago, Illinois 


blance between the “full employ- 
ment” philosophy and the “right to 
work”’ section of the Soviet Consti- 
tution. 

It is to the interest of bankers to 
know what charges against them 
and against our present credit sys- 
tem are made in The Hard Money 
Crusade and the facts to offset those 
charges. In May 1953 a group of 
soft-money Senators launched a self- 
styled “crusade,” which has been 
going on intermittently ever since. 
With November’s elections approach- 
ing, that crusade may pick up steam. 

HERBERT BRATTER 


LEVEL-UP Zour “7ime Payments 
with ALLISON’S NEW PAYMENT COUPON BOOK 


An increase of 30% in LEVEL payments was 
reported by Mr. E. L. Moffett, writing in “Time 
Sales Financing.” He is using Allison’s NEW 
Coupon Books, which accentuates Perforations. 
“We find” he writes “that having the exact 
amount of payment on each coupon has a 
marked effect on the percentage of exactly 
level payments received. After the system had 
been in operation for six months it was found 
that the average percentage of exact pay- 
ments was 91 per cent as compared to 70 
per cent prior to the use of coupons.” 


7 WAYS 
TO PROFIT 


@ Faster Window Service 
@ ideal for Mail Payments 
@ More Level Payments 
e Lower Follow-up Costs 
@ Reduced Loan Acquisi- 
tion Costs 
@ Increased Accuracy 
@ Reduces Pesting Time 


immediate profits, proven in so many cases, are so 
great that it is unwise to delay learning all about the 
NEW improved payment book. Write for samples and 
full information. No obligatien. No cost. 


g ALLISON COUPON COMPANY, INC. 
_ INDIANAPOLIS 6, INDIANA 


GIVE EXOTIC 
HAWAIIAN 
WOODROSES 


Increase your savings 
accounts by giving an 
exquisite Hawaiian 
Woodrose Corsage 
with each new savings account opened! 
The Woodrose is a very real flower pre- 
served by Nature to last forever. It looks 
and feels like a hand carved rose rubbed 
to a satiny smooth finish ... and is prized 
by women because of its nafural charm 
and allure. Its color varies from soft beige 
to rich dark brown. The Hawaiian Wood- 
rose is very inexpensive, too. 
FOR: new accounts - anniversaries - special 
events - or just to say “Thank You’. 
Write today for full details and price list. 
Dept. B74 


H. C. Krueger - Flowers of Hawaii 


670 S. Lafayette Pk. Pi., Los Angeles 57, Cal 
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What should go 
into your Used 
Car Guide... 


Opinions are easy to 
get — nearly everybody 
has one! Unlike facts, however, opinions are 
seldom conclusive — and should scarcely be con- 
sidered a valid source of information for so im- 
portant a thing as a used car guide. 


The publishers of the NADA Official Used 
Car Guide are fully aware of this — they know 
the only accurate way to compile a used car 
guide is to use authenticated facts: 


— Facts that represent thousands of actual 
sales, recording market prices as they exist 
in each of six regions 


— Facts that are current, reported by car 
dealers on special forms every 10 days 


— Facts that tell the whole story, listing 
average retail, loan and “as is” values for 
all models and breaking down average 
sales prices to include special features 


— Facts that are presented in easy to read 
form, accurately compiled and concisely 
printed in a new edition every 30 days 


Because the NADA Official Used Car Guide 
is based on facts, not on opinions, more auto- 
mobile dealers, financial, banking and insurance 
companies use it than any other publication of 
its type . . . for dependable information on 
buying, selling, trading and financing used cars. 


only $7 per year 


(quantity prices on request) 


Nationa, Autromosite DEALERS 
Useo Car Guive Co. 


1026 17th STREET, N.W. © WASHINGTON 6, D.C. 


Retention of Records 


(CONTINUED FROM PAGE 77) 


8-1,115 applies to banks and savings banks. Rev. Stat. 


(1943) §8-225 applies to trust companies. 


(A) Retain permanently: Bank and savings bank ledger 
sheets showing unpaid balances in favor of depositors, and 
“corporate records that relate to the corporation or the 
corporate existence of the bank.” 

(B) Destroy only with consent of banking department: 
All records of trust companies.‘ 

(C) Retain for six years from January 1, following mak- 
ing or filing: All other records of banks and savings banks.’ 

NEW JERSEY. Stat. Ann. (1950) §§17:9A-247— 
17:9A-248. Applies to banks, savings banks, and trust 
companies. 

(A) Retain permanently: Notes, bonds, mortgages and 
other securities and investments.® 

(B) Retain for six years from date appearing on origi- 
nal record: All deposit slips; savings and time account 
withdrawal orders.’ 

(C) Retain for six years from termination of fiduciary 
or agency relation: Instruments, papers and writings relat- 
ing to conduct of affairs as fiduciary or agent.’ 

NEW MEXICO. Stat. Ann. (1951 Supp.) §50-608. 
Applies to banks, savings banks and trust companies. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capital stock ledger; capital 
stock: certificate ledger or stubs; general ledger; daily 
statements of condition; general journal; investment 
ledger; copies of bank examination reports.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 

NEW YORK. Banking Law Ann. (1953 Supp.) §128 
applies to banks and trust companies; Banking Law Ann. 
(1952) §256 applies to savings banks. 

(A) Retain for six years from date of last entry: Bank 
and trust company records of final entry, “including cards 
used under the card system and deposit tickets.’” 

(B) Retain for twenty years: Savings bank withdrawal 
orders.® 

NORTH CAROLINA. Gen. Stat. (1953 Supp.) §53-110. 
Applies to commercial and industrial banks. 

(A) Retain permanently: Minute books of meetings of 
shareholders and directors; capital stock ledger and capital 
stock certificate ledger or stubs.’ 

(B) Retain for period prescribed by banking depart- 
ment: All other records.’ 

NORTH DAKOTA. Laws 1949, ¢.109. Applies to banks, 
savings banks, and trust companies. 

(A) Retain permanently: Ledger sheets showing unpaid 
balances in favor of depositors.’ 

(B) Retain for six years from January 1, following date 
of record or file: Other records of account or files.’ 

OHIO. Rev. Code (1953) §1105.07. Applies to banks, 
savings banks, and trust companies. 

(A) Retain for six years from date of last entry: All 
records “including cards used under a card system and 
deposit tickets.’” 

OKLAHOMA. Stat. Ann. (1951, and 1953 Supp.) Tit. 
§§276.1, 276.2, 277 apply to banks; §303 applies to trust 
companies. 

(A) Retain permanently: Bank records and files show- 
ing unpaid balances in favor of depositors, and property 
held as agent, pledgee, bailee, or trustee.’ 

(B) Retain for five years from January 1, following date 
of record or file: All other bank records and files.’ 


(C) “Keep open for inspection of all persons interested”: ' 
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Books and all records of the proceedings of trust com- 
panies.* 

PENNSYLVANIA. Stat. Ann. (1953 Supp.) Tit.7 
§§32la, 321b. Applies to banks, bank and trust com- 
panies, trust companies, savings banks, and private banks. 

(A) Retain for seven years from date of last entry: All 
records of original or final entry “including cards used 
under the card system and deposit or withdrawal slips or 
tickets.” 

TENNESSEE. Code Ann. (1952 Supp.) §5921.2. Ap- 
plies to banks. 

(A) Retain for six years from date of payment: Un- 
claimed cancelled checks and drafts.’ 

TEXAS. Civil Stat. Ann. (1948) Art. 342-113. Applies 
to banks, savings banks, and trust companies. 

(A) Retain for ten years from date of last entry: All 
records of fihal entry, “including cards used under a card 
system and deposit tickets.” * 

WEST VIRGINIA. Code Ann. (1949) §3190(1). Applies 
to banks, savings banks, and trust companies. 

(A) Retain permanently: Notes, bonds, mortgages and 
other securities and investments.’ 

(B) Retain for six years from date of last entry on 
books or date of making deposit tickets and card records: 
All records of final entry, “including cards used under the 
card system and deposit tickets.” * 


(C) Retain for six years from date of termination of 
fiduciary relationship: Records of final entry of institutions 
exercising fiduciary powers.’ 

WISCONSIN. Stat. (1947) §220.28; Letter of Commis- 
sioner of Banks to all state banks, 1-26-’53. Apply to 
banks, savings banks, and trust companies. 

(A) Retain for period prescribed by banking depart- 
ment: All records.° 


‘ Microfilm copies apparently may be kept in lieu of original 
records during the statutory retention period. 

* Microfilm copies apparently may be retained in lieu of 
original records after 10 years. 

* Original records apparently must be kept during the statu- 
tory retention period. 

* Applicable law is not clear on whether originals or micro- 
film copies should be kept during the statutory reten- 
tion period. 

’ Microfilm copies of ledger sheets only may be retained in 
lieu of originals during the statutory retention period. 
Other records listed must be retained in the original. 

*Banking department has prescribed retention periods 
which, in general, permit retention of microfilm copies 
during a portion of the retention period. 


Mellinger Heads A.B.A. Organization Committee 


HE appointment of Glen C. Mel- 

linger, vice-president of The 
Detroit Bank, as chairman of the 
Organization Commi ttee of the 
American Bankers Association has 
been announced by A.B.A. President 
Everett D. Reese, president of The 
Park National Bank of Newark, 
Ohio. Mr. Mellinger, who had been 
serving as regional vice-president, 
was appointed to complete the term 
of the late Barney J. Ghiglieri. 

Serving with Chairman Mellinger 
on the Organization Committee are 
11 regional vice-presidents. They 


C. F. Millhouse Allen Morgan 
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are: A. G. Elam, president, South- 
ern Commercial & Savings Bank, St. 
Louis, who has just completed his 
40th year of service on behalf of 
American Bankers Association mem- 
bership efforts (98% of all the 
banks in the country are members) ; 
C. N. Christiansen, vice-president, 
Marshall & Ilsley Bank, Milwaukee; 
Charles W. Jackson, secretary and 
treasurer, Rollinsford Savings Bank, 
Salmon Falls, New Hampshire; M. 
M. Kimbrel, executive vice-president, 
First National Bank, Thomson, 
Georgia; Charles W. McCoy, vice- 


C. N. Christiansen Cc. W. Jackson 


W. H. Naunheim P. L. Speidel 


president, City National Bank and 
Trust Company, Columbus, Ohio; 
Chester F. Millhouse, senior vice- 
president, Manufacturers National 
Bank, Troy, New York; Allen Mor- 
gan, executive vice-president, The 
First National Bank, Memphis; W. 
H. Naunheim, president, The North 
Side Bank, Jennings, Missouri; 
Philip L. Speidel, president, First 
National Bank, Lake Forest, Illinois; 
R. L. Thomas, vice-president, Peoples 
First National Bank and Trust Co., 
Pittsburgh; S. J. Wirtz, vice-presi- 
dent, Omaha National Bank. 


W. McCoy 


R. L. Thomas S. J. Wirtz 
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Response Was 
Phenomenal! 


(Report from a 
large national bank 
in the midwest) 


“The response to our first 
letter was phenomenal. Of 491 per- 
sons on our mailing list, 215 asked 
for our new master booklet. That 
is 48.8%. We are also getting repeat 
requests from lawyers, life under- 
writers and others.” 


What makes Purse trust 
advertising so successful? The main 
factor is knowing how to write— 
to make words (on paper) persuade 
people to take a step that leads to 
business for your trust department. 


Why buy trust advertising 
that does not PROVE its selling 
power? It will cost you less, in the 
long run, to use a trust promotion 
program that gets real, profitable 
results. Write now for more infor- 
mation. 


* 


THE PURSE COMPANY 
Weadguarters for “Jrust Advertising 


CHATTANOOGA 2, TENNESSEE 
NEW YORK * CHICAGO x 


BIRMINGHAM 


BANKING’S ADVERTISERS 


July, 1954 


Abbott Laboratories 

Allis- Chalmers Manufacturing 
Company 

Allison Coupon Company, Inc.. 123 

American Appraisal Company, 


American Credit Indemnity Com- 
pany of New York 


American Express Company.... 


American Telephone & Tele- 
graph Company 


Banco Comercial Antioqueno. .. 


Bank of America N. T. & S. A., 
San Francisco 


Barrington Associates, Inc. .... 4 
Broadway Plan Church Finance. 116 
Burroughs Corporation. .16, 17, 105 


Chase National Bank of the City 
of New York, The 


Chrysler Corporation — Dodge 
Division—Truck 


Chubb & Son 
Colerado Insurance Group.... 
Commerce Clearing House, Inc. 


Continental Illinois National 
Bank and Trust Company of 


DeLuxe Check Printers, Inc.... 22 


Douglas - Guardian Warehouse 
Corporation Cover Il 


Downey Company, The C. L.... 104 
Exline, Inc., William 


Federal Life and Casualty Com- 


First National Bank of Arizona. 118 
First National Bank of Chicago, 


First National Bank of Philadel- 
phia, The 
Flowers of Hawaii 


Foremost Insurance Company. . 
General Electric Company 


Halsey, Stuart & Co., Inc 
Hammermill Paper Company 
Cover Ill 

Hartford Fire Insurance Com- 

pany 
Hartford Accident & Indem- 

nity Company 
Hartford Livestock Insurance 


Heller & Company, Walter E... 
Herring-Hall-Marvin Safe Com- 


| LaMonte & Son, George 
| LeFebure Corporation 


McGraw-Hill Publishing Com- 


pany, Imc. 
Merrill Lynch, Pierce, Fenner & 


Metal Products Engineering, Inc. 118 


Monroe Calculating Machine 
Company, Inc. 


Mosler Safe Company, The.... 127 
Murphy Products Company.... 69 


National Automobile Dealers 
Used Car Guide Company... 124 


National Cash Register Company, 
Cover IV 


| National Homes Corporation... 
| New York Life Insurance Com- 


| Old Republic Credit Life Insur- 


ance Company 


Paper-Mate Pen Company .... 109 
Philadelphia National Bank, The 27 


| Pittsburgh Plate Glass Company 81 


Purse Company, The 
Quality Products Company, Inc. 12 


Recordak Corporation (Subsidiary 
of Eastman Kodak Company) 


Remington Rand, Inc 
Republic National Bank of Dallas 74 


Riggs National Bank of Wash- 
ington, D. C., The 


Royal Bank of Canada, 


Safeway Stores, Incorporated. . 


Seudder Stevens & Clark Com- 
mon Stock Fund, Inc. ....- 


Standard Paper Goods Manufac- 
turing Company 


Union Pacific Railroad 
United Fruit Company 
United States Bronze Sign Com- 


Valley National Bank, Phoenix. 24 


York Tabulating Service, Inc.. 22 
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What's in it for you? 


Any bank that has a battery of new Mosler Safe Deposit 
Boxes in its vault knows what they “‘hold’’—customers! 
Mighty important ones, too! 

You probably wouldn’t have to check very far to discover 

that your best customers are your “safe deposit box’’ cus- 
tomers. They’re the solid citizens. The bigger depositors. 
The people who give your bank its most valuable business. 
Naturally, you want to hold those customers. You want to 
get as many more as possible. 
That’s why it’s important to take a critical look at your 
safe deposit facilities, now. Decide whether they really 
give your customers the most modern, impregnable pro- 
tection they can obtain anywhere. 


Today, when that kind of protection is required, most 


bankers think almost instinctively of Mosler. During the last 


8 years alone, more than two million Mosler Safe Deposit 


IF IT'S MOSLER ... IT’S SAFE 


* Mosler Safe “ 


World’s largest builders of safes and bank vaults . . . Mosler built the U. S. Gold Storage 
Vaults at Fort Knox and the famous bank vaults that withstood the Atomic Bomb at Hiroshima 


Compuny 


Since 


July 1954 


Boxes have been installed in banks throughout the world. 


Wouldn’t it be a good idea to arm yourself with informa- 
tion about these safe deposit boxes . . . be ready to make 
progress, increase business? Mail the coupon below, or 
write for a Mosler engineering survey, which will indicate 
how you can add new units in your present vault space. 
Do it, now. 


MOST ADVANCED safe deposit 
locks in the world are the 
Mosler $5700 and #5900. Over 
800,000 renter key changes are 
possible. 


The Mosler Safe Company, Dept. B-7 
32nd Street and 5th Avenue, New York 1, N.Y. 
Please send me complete information about Mosler Safe Deposit Boxes. 


THICK POLISHED or stainless steel 
doors are precision machined 
for exact fit . . . give modern, 
up-to-date appearance to vault. 


NAME POSITION 


BANK NAME 
ADDRESS 


CITY ZONE____STATE 
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10 
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09 
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12 
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The OUTLOOK 


and Condition of Business 


(CONTINUED FROM PAGE 33) 


By election time this year, business should be better 
than now. Meanwhile, the new and very uncertain ele- 
ment in the picture is Indo-China and the entire Far 
East. 

The revived Federal public housing program and Fed- 
eral aid to highway construction will run into a spending 
of several billion dollars. Business and industrial plans 
for new building and equipment will equal or better that 
figure, but it takes time to express itself in statistics. 


Failures in the Far East and in Geneva have given 
Washington a severe jolt, and the present threat to 
Hanoi has given cause for great official concern. This 
may mean that the projected cut in Federal spending for 
armament this year and next may be revoked. 

In such an event, an additional impetus toward infla- 
tion and expansion may be in the cards, even though the 
present Administration is determined to do its financing 
on the least possible inflationary basis. It would mean 
long-term expansion just the same, superimposed on the 
steady growth of population. 


Up to this point, easy money policies have been main- 
tained by the Treasury and credit authorities. They are 
likely to continue as long as there is involved no actual 
inflationary threat to the economy of the United States 
as a whole. 

The check volume which represents part of the Ameri- 
can spending stream is still rising. Paced again by New 
York City and Philadelphia, bank debits, as reported 
by the Federal Reserve Board for 345 cities, totaled 
$154,661,000,000 for April. 

This was a gain of 6.2% over April 1953, and it 
brought the 1954 four months’ aggregate to $622,143,- 
000,000, which is 8.4% ahead of the first four months 
of 1953. 

Also on the upside, consumer buying increased in 
April for the first time this year. The increase of $9,000,- 
000 that month reversed the trend of the first quarter 
when consumer indebtedness declined $900,000,000. 


However, farm income in April was off 5% from 
March, and for the first four months it had dropped 3% 
from the 1953 level. Farmers generally, though, are held 
to be in good shape financially, and no particular con- 
cern is expressed over their economic health. 

Farm crop surpluses are still a problem, nevertheless. 
The winter wheat crop is about to be harvested. Despite 
the use of mothball steamships and tents, a considerable 
volume of grain will still have to be stored on the bare 
ground without the benefit of a roof. Because of the 
abundance of food, there will be more meat available in 
1954 than there has been for a decade. It could possibly 
be the second largest annual supply in history. 

Another optimistic indication for the long trend is 
that collections for every consumer credit loan classi- 
fication, except home improvement loans, have improved 
so far this year and, as heretofore, instalment lending is 
no problem in any part of the country. 
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Th’s is true especially as iong as the trend towang 
higher labor wage rates prevails. Unions have never y@ 
accepted the status quo, even though living costs hay 
been relatively stable for some time. 


The pressure for increased compensation is still wit 
us and, in the long run, it matters little whether it com 
cerns higher cash wages, fringe benefits, fewer hours @ 
work, or pensions. All these things have to be paid for 
in one form or another. 


The recession in the textile industry seems to be near. 
ing its final phase. On previous occasions, such a dow 
trend was met by price-cutting. This time it was coms 
batted by a cut in production which relieved inventorie 
and prevented surplus goods from depressing. prices. Al 
upturn is expected within the next few months. 

A great variety of new fibers and new blends is also” 
expected to help sales. Many of the new fabrics, hows. 
ever, are superior to the conventional ones. They retain” 
their shape and they dry overnight. Thus, laundries and” 
cleaning establishments may suffer. : 

Retail sales have maintained this year a volume co 
parable to that of 1953. Most independent sources report 
that five and six months’ comparisons will most likely h * 
ahead of last year. a 

Foreign traders are not too happy. The Eisenhower 
world trade blueprint has been sledge-hammered beyond 
recognition by unreconstructed party-liners on both 
sides, and the only constructive thing which can be) 
salvaged from the wreckage is the one-year extension ¢ f : 
the Reciprocal Trade Agreements Act. 2 


After a year of so-called “recession” here are so 
statistical measurements: 


Gross national product reached its peak in the second 4 
quarter of 1953 at an annual rate of $371.4-billion. j 
By the first quarter of 1954 it had dropped to an 

annual rate of $357.8-billion. 
This was a decline of $13.6-billion, or from about 3% 
to 4%. 
Of this decline, $11.1-billion, or about 82%, was in 


the change in business inventories. Inventory figures) 
shifted from being an addition to inventories at the” 
annual rate of $6.3-billion during the second quarter” 
of 1953 to a liquidation at an annual rate of $4.8- billion 
in the first quarter of 1954. 

The remainder of the decline in gross national prov 
duction for the two periods is due to decline in national | 
security expenditures. 


Disposable consumer income (due to lower taxes) a 
is now about at the peak, reached in the third quarter) 
of 1953, at $249.8 billion. This indicator has been | 
steady for about nine months. 


Consumer expenditures have dropped slightly, less | 
than 1%, from an annual rate of $231-billion for the” 
third quarter of 1953 to $229.8-billion in the first] 
quarter of 1954. 

This trend of disposable income and expendituredll 
results in a rise in savings to about 8% of disposable? 
income in the first quarter of 1954. It was 6.9% in thes 
second quarter of 1953. 

WILLIAM R. KUHNS 
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